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STRENGTHENING ACCOUNTABILITY IN 
HIGHER EDUCATION TO BETTER SERVE 
STUDENTS AND TAXPAYERS 


Wednesday, April 3, 2019 
House of Representatives, 
Committee on Education and Labor, 
Subcommittee on Higher Education and Workforce Investment, 
Washington, DC. 


The subcommittee met, pursuant to notice, at 9:20 a.m., in room 
2175, Rayburn House Office Building. Hon. Susan A. Davis [chair- 
woman of the committee] presiding. 

Present: Representatives Davis, Courtney, Takano, Jayapal, 
Harder, Levin, Omar, Lee, Trahan, Castro, Sablan, Bonamici, 
Adams, Norcross, Smucker, Guthrie, Grothman, Stefanik, Banks, 
Walker, Comer, Meuser, and Timmons. 

Also present: Representatives Scott and Foxx. 

Staff present: Katie Berger, Professional Staff; Nekea Brown, 
Deputy Clerk; Ilana Brunner, General Counsel—Health and Labor; 
Jacque Chevalier Mosely, Director of Education Policy; Christian 
Haines, General Counsel—Education; Ariel Jona, Staff Assistant; 
Jaria Martin, Staff Assistant; Max Moore, Office Aide; Merrick Nel- 
son, Digital Manager; Veronique Pluviose, Staff Director; Katherine 
Valle, Senior Education Policy Advisor; Banyon Vassar, Deputy Di- 
rector of Information Technology; Claire Viall, Professional Staff; 
Marty Boughton, Minority Press Secretary; Courtney Butcher, Mi- 
nority Coalitions and Members Services Coordinator; Bridget 
Handy, Minority Legislative Assistant; Blake Johnson, Minority 
Staff Assistant; Amy Raaf Jones, Minority Director of Education 
and Human Resources Policy; Hannah Matesic, Minority Director 
of Operations; Kelley McNabb, Minority Communications Director; 
Alex Ricci, Minority Professional Staff Member; and Mandy 
Schaumburg, Minority Chief Counsel and Deputy Director of Edu- 
cation Policy. 

Chairwoman DAVIS. Good morning. The Subcommittee on High- 
er Education and Workforce Investment will come to order. 

Today we are here to discuss the need to have stronger college 
accountability, which we all know is critical to ensuring students 
are accessing a quality higher education. 

Our higher education system maintains its integrity through 
three unique entitles, the Federal Government, states, and 
accreditors. And together these entitled form the accountability 
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triad, charged with protecting students and ensuring that they re- 
ceive a quality education. 

The accountability triad is intended to provide robust oversight 
of colleges and universities. But the recent wave of for-profit college 
closures raises some serious questions about its effectiveness, and 
unfortunately, students and taxpayers are paying the price. 

While some say there are “bad actors” in every sector, history 
clearly demonstrates that predatory behavior has only been ramp- 
ant in the for-profit sector. For-profit colleges have, by definition, 
a fiduciary duty to its stakeholders to maximize profits, often at 
the expense of students. 

We can just tell by looking at the data. And if you can all see 
the screen, or several screens around—please look at those—as you 
can see, the data clearly show that for-profit colleges have wreaked 
havoc on students and taxpayers. 

Students in for-profit colleges borrow more often, they take out 
larger loans, and default at higher rates than students in similar 
programs at public and non-profit colleges. 

Even with these abysmal outcomes, students are still attending 
these schools and we must ask ourselves why. Is it because they 
don’t have all the information in front of them? Well, perhaps that 
is true. These companies spend a lot of money aggressively mar- 
keting to and targeting students, particularly students of color, 
low-income students, and veterans. So perhaps having better infor- 
mation would help students make a more informed decision. How- 
ever, improving consumer information is in no way a substitute for 
accountability. Regardless of how much information is available to 
students, most students are inherently constrained by geography, 
by place. 

Over the last 4 years, we have seen several large for-profit col- 
leges, college companies collapse, leaving tens of thousands of stu- 
dents with no degree and high debt loads. And although we have 
seen some small, non-profit schools close, the closure impacts fewer 
students and are often related to enrollment declines, not predatory 
actions. 

So to maintain the integrity of our higher education system, we 
must examine and strengthen each entity of the triad, not as inde- 
pendent members but as interdependent members actively coordi- 
nating to achieve the goal of ensuring students receive a quality 
education. 

Accreditors, traditionally the guardians of higher education qual- 
ity, must be more effective at upfront gatekeeping and ongoing 
monitoring. And that means setting standards that vary by institu- 
tional mission, using data to hold schools accountable, and stand- 
ardizing procedures. 

So while I understand that an accreditor’s role is to help institu- 
tions improve, accreditors are also charged with ensuring quality 
for students today. And if it takes 10 years before an institution 
pier as due to its practices, it means we are failing today’s stu- 

ents. 

States also play an important role in the accountability triad, but 
that role is not well defined. Some states have taken aggressive 
steps to conduct proactive oversight, while others have done little 
to protect students and taxpayers. So we must encourage states to 
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enforce minimal standards related to consumer protections. Re- 
viewing marketing practices and enrollment contracts when au- 
thorizing colleges are just a few areas where states could take a 
more active role. 

And when the state finds concerning patterns, the state should, 
at the very least, bring those concerns to the attention of 
accreditors and the Department of Education. 

The Federal Government, as one of the three entities in the 
triad, must also do more. The Department of Education must en- 
sure that schools receiving access to Federal student aid are finan- 
cially stable and are not defrauding students. And in cases where 
students are cheated, the Department must provide relief so that 
students can have a new start without the burden of debt for an 
education that unfortunately went nowhere. 

Under this Administration, the Department has consistently 
failed to fulfill the Federal Government’s critical role in keeping 
colleges accountable, particularly for for-profit colleges. Under Sec- 
retary DeVos, this Department has failed to implement rules—that 
are established to protect consumers from the worst performing 
schools. And it is then no surprise that three major college chains 
abruptly collapsed without warning to students. 

Specifically, the Department has: neglected to intervene when 
schools are putting students and taxpayers at risk; reinstated the 
troubled Accrediting Council for Independent Colleges and Schools; 
and failed to oversee low-quality, career programs; decreased col- 
lege transparency, making it harder for students to make informed 
decisions; and finally, failed to quickly provide relief to defrauded 
students despite being ordered to implement this protection by a 
Federal Court Judge. 

So the Department has not only abandoned its critical role in col- 
lege accountability but has actively worked to undermine the integ- 
rity of the triad through negotiated rulemaking. The Department 
is proposing to reduce its own footprint while providing accreditors 
with greater flexibility. And ultimately, these proposed changes 
would allow low-quality schools to flourish and leave accreditors 
with little to no responsibility for accrediting bad actors. 

So as we together consider ways to modernize the Higher Edu- 
cation Act to meet the needs of our modern work force, we must 
strengthen accountability and ensure our current problems aren’t 
exacerbated in the next reauthorization. 

I look forward to working with my colleagues to find solutions 
that ensure all students have access to a quality postsecondary 
education that leads to a rewarding career. 

I want to thank the witnesses for being with us today. I look for- 
ward to your testimony and the discussion that will follow. 

I now yield to the ranking member, Mr. Smucker, for his opening 
statement. 

[The statement of Chairwoman Davis follows:] 


Prepared Statement of Hon. Susan A. Davis, Chairwoman, Subcommittee 
on Higher Education and Workforce Investment 


Today, we are here to discuss the need to have stronger college accountability, 
which is critical to ensuring students are accessing a quality higher education. 

Our higher education system maintains its integrity through three unique enti- 
ties: the Federal Government, States, and accreditors. Together, these entities form 
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the ‘accountability triad’ charged with protecting students and ensuring that they 
receive a quality education. 

The accountability triad is intended to provide robust oversight of colleges and 
universities. But the recent wave of for-profit college closures raises serious ques- 
es about its effectiveness, and unfortunately, students and taxpayers are paying 
the price. 

While some say there are “bad actors” in every sector, history clearly dem- 
onstrates that predatory behavior has only been rampant in the for-profit sector. 
For-profit colleges have, by definition, a fiduciary duty to its stakeholders to maxi- 
mize profits, often at the expense of students. 

We can tell just by looking at the data. 

As you can see on the slide, the data clearly show that for-profit colleges have 
wreaked havoc on students and taxpayers. Students in for-profit colleges borrow 
more often, take out larger loans, and default at higher rates than students in simi- 
lar programs at public and non-profit colleges. 

Even with these abysmal outcomes, students are still attending these schools and 
we must ask ourselves why. Is it because students don’t have all the information 
in front of them? Maybe. 

Or maybe it’s because these for-profit institutions make it easier for students to 
enroll due to their flexible schedules? Perhaps. 

But the reality is that these companies spend a lot of money aggressively mar- 
keting to and targeting students, particularly students of color, low-income students, 
and veterans. And their budgets are much larger than the local community college 
that is also open access and charges students a lot less than the for-profit company. 

So perhaps having better information would help students make a more informed 
decision. However, improving consumer information is in no way a substitute for ac- 
countability. Regardless of how much information is available to students, most stu- 
dents are inherently constrained by geography. 

For-profit institutions tout their flexible schedules and online education. But the 
truth is that for-profit institutions often spend a big part of their budget on recruit- 
ing students 

Over the last 4 years, we have seen several large for-profit college companies col- 
lapse, leaving tens of thousands of students with no degree and high debt loads. Al- 
though we have seen some small, non-profit schools close, the closure impacts fewer 
students and are often related to enrollment declines not predatory actions. 

To maintain the integrity of our higher education system, we must examine and 
strengthen each entity of the triad not as independent members but as inter- 
dependent members actively coordinating to achieve the goal of ensuring students 
receive a quality education. 

Accreditors—traditionally the guardians of higher education quality—must be 
more effective at upfront gatekeeping and ongoing monitoring. That means setting 
standards that vary by institutional mission, using data to hold schools accountable, 
and standardizing procedures. 

While I understand that an accreditor’s role is to help institutions improve, 
accreditors are also charged with ensuring quality for students today. And if it takes 
10 years before an institution collapses due to its predatory practices, it means we 
are failing today’s students. 

States also play an important role in the accountability triad. But that role is not 
well defined. Some States have taken aggressive steps to conduct proactive over- 
sight, while others have done little to protect students and taxpayers. 

We must encourage States to enforce minimal standards related to consumer pro- 
tections. Reviewing marketing practices and enrollment contracts when authorizing 
colleges are just a few areas where States could take a more active role. 

And when the State finds concerning patterns, the State should, at the very least, 
bring those concerns to the attention of accreditors and the Department of Edu- 
cation. 

The Federal Government, as one of the three entities in the triad, must also do 
more. The Department of Education must ensure that schools receiving access to 
Federal student aid are financially stable and are not defrauding students. And, in 
cases where students are cheated, the Department must provide relief so that stu- 
gente can have a new start without the burden of debt for an education that went 
nowhere. 

Under this Administration, the Department has consistently failed to fulfill the 
Federal Government’s critical role in keeping colleges accountable, particularly for- 
profit colleges. 

Under Secretary DeVos, this Department has failed to implement rules estab- 
lished to protect consumers from the worst performing schools. It is then no surprise 
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that three major college chains abruptly collapsed without warning to students. Spe- 
cifically, this Department has: 

* Neglected to intervene when schools are putting students and taxpayers at risk; 

* ReinStated the troubled Accrediting Council for Independent Colleges and 
Schools or A-C-I-C-S; 

* Failed to oversee low-quality, career programs; 

* Decreased college transparency, making it harder for students to make informed 
decisions; and 

* Failed to quickly provide relief to defrauded students despite being ordered to 
implement this protection by a Federal court judge. 

The Department has not only abandoned its critical role in college accountability 
but has actively worked to undermine the integrity of the triad through negotiated 
rulemaking. The Department is proposing to reduce the its own footprint while pro- 
viding accreditors with greater flexibility. Ultimately, these proposed changes would 
allow low-quality schools to flourish and leave accreditors with little to no responsi- 
bility for accrediting bad actors. 

As we consider ways to modernize the Higher Education Act to meet the needs 
of our modern work force, we must strengthen accountability and ensure our cur- 
rent problems aren’t exacerbated in the next reauthorization. 

I look forward to working with all my colleagues to find solutions that ensure all 
students have access to a quality postsecondary education that leads to a rewarding 
career. 

I want to thank the witnesses for being here with us today. I look forward to your 
testimony and the discussion that will follow. 

I now yield to the Ranking Member, Mr. Smucker, for his opening Statement. 


Mr. SMUCKER. Thank you, Madam Chair, for yielding. 

A postsecondary education has long been one of the surest path- 
ways to a good paying job and lifelong success. Attending college 
is a dream for so many Americans and we have made great strides 
in reducing barriers to making that dream a reality. It is some- 
thing we should all celebrate. But, unfortunately, as student access 
has improved, program accountability and completion of college by 
students have struggled to keep up. We do have a completion prob- 
lem, and students are paying the price. 

Even though we pour billions of taxpayer dollars into postsec- 
ondary education, we have seen modest problems grow into signifi- 
cant challenges. Easy access to tax payer funded student loans has 
indeed driven up tuition and fees. Over the last 30 years the cost 
of attending a 4 year public education has increased 213 percent. 
Meanwhile, completion rates have lagged behind. Only 58 percent 
of full-time students at 4 year colleges graduate within 60 years— 
only 58 percent. 

And today aggregate student debt stands at more than $1.4 tril- 
lion, surpassing both national auto loan and credit card debt. 

The absence of downward pressure on rising costs, paired with 
the fact that postsecondary institutions don’t share in the risk of 
students non completion has harmed students’ chances of future 
success. 

Studies show that college is a worthwhile investment for grad- 
uates, but for the students who don’t complete their education, 
their prospects are actually worse than if they never attended col- 
lege in the first place. College too often has become a risk. Many 
ask themselves, will enrollment put me on the path to success or 
strand me with thousands of dollars in debt and no degree to show 
for my efforts. 

It is clear that the Federal, State, and accreditors’ roles in post- 
secondary education must be reformed to protect taxpayers and 
promote student success. 
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Accreditation agencies, independent bodies made up of members 
from accredited colleges and universities, provide quality control in 
the higher education space. Accreditors are responsible for judging 
whether institutions are fulfilling their duties and providing stu- 
dents with a high quality education. Unfortunately, accreditors are 
often back on their feet having to focus on bureaucratic compliance 
more than on promoting innovation and academic integrity. 

Committee Republicans believe the accreditation process should 
be reformed to foster institutional innovation and strong edu- 
cational outcomes for students. Preserving the current accredita- 
tion framework is important. The Federal Government is not and 
should never be responsible for prescribing academic standards for 
institutions, but there is room to reform the system for greater ac- 
countability and quality. 

The Higher Education Act should be reformed to provide prospec- 
tive students and their families with better information. Higher 
education is an investment and students deserve access to metrics, 
like graduate rates, average debt per pupil, and employment out- 
comes by university and by field of study. 

Choosing the right school and study area are decisions that will 
have a lasting impact on a student’s life. We should empower stu- 
dents with the information they need to make a fully informed de- 
cision. 

Today’s postsecondary education system looks a bit like a tangled 
ball of yarn. From rising tuition, student debt, to lagging innova- 
tion and low graduation rates, every problem is interconnected. But 
if we strengthen our accountability in higher education and reform 
accreditation to focus on quality and results, we can begin to re- 
store the balance of flexibility for institutions to innovate and ac- 
countability for students and taxpayers. 

Thank you, Madam Chair. 

[The statement of Mr. Smucker follows:] 


Prepared Statement of Hon. Lloyd Smucker, Ranking Member, 
Subcommittee on Higher Education and Workforce Investment 


Thank you for yielding. 

A postsecondary education has long been one of the surest pathways to a good- 
paying job and lifelong success. Attending college is a dream for so many Americans 
and we've made great strides in reducing barriers to making that dream a reality. 
This is something we should celebrate but unfortunately as student access has im- 
proved, program accountability and completion of college have struggled to keep up. 

We have a completion problem and students are paying the price. 

Even though we’ve poured billions of taxpayer dollars into postsecondary edu- 
cation, we’ve seen modest problems grow into significant challenges. Easy access to 
taxpayer-funded student loans has driven up tuition and fees. 

Over the last 30 years, the cost of attending a 4-year public institution has in- 
creased 213 percent. 

Meanwhile, completion rates have lagged behind. Only 58 percent of full-time stu- 
dents at 4-year colleges graduate within 6 years, and today, aggregate student debt 
igs at more than $1.4 trillion, surpassing both national auto loan and credit card 

ebt. 

The absence of downward pressure on rising costs paired with the fact that post- 
secondary institutions don’t share in the risk of students’ noncompletion has harmed 
students’ chances at future success. Studies show that college is a worthwhile in- 
vestment for graduates; but for the students who don’t complete their education, 
their prospects are worse than if they’d never attended college in the first place. 

College has become a risk for many. Many students ask themselves: “Will enroll- 
ment put me on the path to success, or strand me with thousands of dollars in debt 
and no degree to show for my efforts?” 
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It’s clear that the Federal, State, and accreditors roles in postsecondary education 
must be reformed to protect taxpayers and promote student success. 

Accreditation agencies, independent bodies made up of members from accredited 
colleges and universities, provide quality control in the higher education space. 
Accreditors are responsible for judging whether institutions are fulfilling their du- 
ties and providing students with a high-quality education. 

Unfortunately, accreditors are often on the back foot, having to focus on bureau- 
cratic compliance more than on promoting innovation and academic integrity. 

Committee Republicans believe the accreditation process should be reformed to 
foster institutional innovation and strong educational outcomes for students. 

Preserving the current accreditation framework is important the Federal Govern- 
ment is not and never should be responsible for prescribing academic standards for 
inseira bons: But there is room to reform the system for greater accountability and 
quality. 

The Higher Education Act should be reformed to provide prospective students and 
their families with better information. Higher education is an investment, and stu- 
dents deserve access to metrics like graduate rates, average debt per pupil, and em- 
ployment outcomes by university and field of study. 

Choosing the right school and study area are decisions that will have a lasting 
impact on a student’s life. We should empower students with the information they 
need to make a fully informed decision. 

Today’s postsecondary education system looks a bit like a tangled ball of yarn. 
From rising tuition and student debt to lagging innovation and low graduation 
rates, every problem is interconnected. 

But if we strengthen our accountability in higher education and reform accredita- 
tion to focus on quality and results, we can begin to restore the balance of flexibility 
for institutions to innovate and accountability for students and taxpayers. 


Chairwoman DAVIS. Thank you, Mr. Smucker. 

And, without objection, I just wanted to mention that all mem- 
bers who wish to insert their written statements into the record 
can do so by April 16. 

I wanted to just correct the record here because I think we want 
to be very clear that—we need to clarify that grant aid and loans 
have been driven up, the price at college, but only at for-profit in- 
stitutions. So we haven’t seen that. Research has found time and 
time again that this is not true at public institutions. So we want 
to just make sure that we are clear. And we can go back and take 
a look at that record together if you would like. No problem. 

Okay. And I now want to introduce our witnesses. Dr. Nicholas 
Hillman is an associate professor of education leadership and policy 
analysis at the School of Education of the University of Wisconsin- 
Madison. Dr. Hillman’s research examines how Federal student aid 
and state performance based funding policies affect educational op- 
portunity and outcomes. Dr. Hillman earned his doctorate in edu- 
cational leadership and policy studies from Indiana University. 

Welcome. 

Ms. Melissa Emrey-Arras is the director of education, work force, 
and income security issues at the U.S. Government Accountability 
Office, that we know as GAO. Ms. Emrey-Arras has been with the 
GAO for nearly 2 decades and oversees GAO’s work on higher edu- 
cation. Ms. Emrey-Arras received a master’s degree in public policy 
from Harvard and holds a bachelor’s degree from Swarthmore Col- 
lege. 

Welcome, as well. 

Mr. Noe Ortega is the commissioner of postsecondary and higher 
education and is deputy secretary for the Office of Postsecondary 
and Higher Education at the Pennsylvania Department of Edu- 
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cation. In this role Mr. Ortega oversees higher education for the 
Commonwealth of Pennsylvania. 

Mr. Ortega holds a master of science in education psychology 
from Texas A&M University-Corpus Christi, and a bachelor’s de- 
gree from St. Edward’s University. 

Welcome. 

And Dr. Barbara Brittingham is the president of the New Eng- 
land Commission of Higher Education. Her commission accredits 
226 institutions of higher education, most of which are private, 
nonprofit in the 6 New England states. 

Dr. Brittingham received her doctorate from Iowa State Univer- 
sity. 

We appreciate all of you being here today and look forward to 
your testimony. 

I wanted to just remind the witnesses that we have read your 
written statements and they will appear in full in the hearing 
record. Pursuant to committee rule 7d and committee practice, 
each of you is asked to limit your oral presentation to a 5 minute 
summary of your written statement. 

I also want to remind the witnesses that pursuant to Title 18 in 
the U.S. Code, Section 1001, it is illegal to knowingly and willfully 
falsify any statement, representation, writing document, or mate- 
rial fact presented to Congress or otherwise conceal or cover up a 
material fact. 

Before you begin your testimony please remember to press the 
button on the microphone in front of you so that it will turn on and 
the members can all hear you. As you begin to speak the light in 
front of you will turn green and, after 4 minutes the light will turn 
yellow to signal that you have 1 minute remaining. When the light 
turns red your 5 minutes have expired and we ask that you please 
wrap up. 

So after all that is said, we will certainly let the entire panel 
make their presentations before we move to member questions. 
And when answering a question, please remember to once again 
turn your microphone on. 

I will first recognize Dr. Hillman. 


STATEMENT OF PROFESSOR NICHOLAS HILLMAN, PH.D., AS- 
SOCIATE PROFESSOR, UNIVERSITY OF WISCONSIN-MADISON 


Mr. HILLMAN. Chairwoman Davis, Ranking Member Smucker, 
and Members of the committee, thank you for inviting me to this 
hearing on strengthening accountability in higher education. I am 
honored to participate and I look forward to continuing these con- 
versations with the Committee and your staff. 

Across our Nation’s 4,300 degree-granting colleges and univer- 
sities and the 19 million students that they serve, there is a wide 
range of educational missions, types of colleges, and students’ 
needs. There is also a high degree of inequality in student access 
and outcomes that are driven by two main forces, unequal edu- 
cational opportunities outside of college, and unequal resources 
among colleges. 

So a challenge for any accountability system is to ensure that it 
does not reinforce the very inequalities that it seeks to resolve. So 
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improving accountability should, in my opinion, focus on improving 
outcomes for all students, especially those who have been tradition- 
ally underserved and poorly served by colleges and universities. 

The accountability triad plays a central role here in identifying 
the shared commitments among the Federal Government, States, 
and accreditation agencies. 

Each member of the triad has a role to play. For example, 
accreditors conduct the in-depth peer review to ensure that colleges 
and academic programs meet minimal quality standards and that 
they have appropriate financial and human resources. Neither the 
states nor the Federal Government conduct these reviews. Instead, 
governmental agencies rely on accreditors’ expertise as a form of 
professional accountability. 

For quality assurance at the Federal level, accountability policies 
come in three main varieties. The first is consumer information. So 
via tools such as the college score card and the college navigator. 
The second is through regulatory action where through negotiator 
rulemaking the U.S. Department of Education implements program 
integrity rules, such as gainful employment. And the third is the 
legislative action that codifies accountability policies, such as the 
Cohort Default Rate, the Financial Responsibility Standards, the 
“90/10 rule” into the Higher Education Act itself. 

In states, accountability comes in different forms, primarily 
around academic program review, state authorization, and perform- 
ance management. State higher education executive agencies and 
governing boards ensure academic programs are not unnecessarily 
duplicated. They also determine which institutions are authorized 
to operate in their territorial state boundaries. States have taken 
many actions to incorporate performance management into their 
accountability systems, most notably performance-based funding, 
which has been found to have very mixed results in improving stu- 
dent outcomes. 

And this is one of my research areas where the best evidence to 
date finds that performance-based funding states do not typically 
outperform other states and may even reinforce inequality in some 
cases. 

When well-coordinated, each of these three members of the triad 
can leverage their shared commitments to create better educational 
environments for students. The triad’s differential accountability 
system is designed to hold different institutions, programs, and sec- 
tors accountable for different outcomes. This is one of the system 
strengths and requires ongoing coordination and maintenance. 

More can be done to hold the poorest performing institutions and 
their programs accountable that are fair, effective, and that pro- 
mote better student outcomes. 

So, I will conclude with a few examples. First, few accountability 
efforts adjust outcomes based on students’ inputs. States are trying 
to address this by incorporating premiums and bonuses into their 
performance-based funding models when colleges serve targeted 
populations like low-income students, older students, or students of 
color, when they serve them well. And well-designed input adjust- 
ment can paint a fairer picture of the role that colleges play in pro- 
moting student success. 
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Second, accountability efforts tend to focus on consumer informa- 
tion and financial incentives that overlook capacity building as a 
way to promote improvement. Ensuring that colleges have ade- 
quate resources to improve outcomes may be an effective com- 
plement to the triad’s suite of accountability policies. 

And, finally, well designed accountability policies must link pol- 
icy and practice. In my work at the University of Wisconsin-Madi- 
son we have developed an innovative research practice partnership 
with our financial aid office where my research team uses data and 
analysis to help improve the administration of financial aid pro- 
grams to support students’ success on campus. Our work connects 
policy and data with on the ground practices to better support stu- 
dents and to provide a feedback loop that is sometimes missing 
from accountability conversations. 

To conclude, I believe public policy problems concerning unequal 
college completion rates, quality assurance, affordability, and bur- 
densome student loan debt would be worse without the account- 
ability triad’s oversight. I also believe these problems can be solved, 
or at least improved, via better accountability that addresses the 
root problems, incorporates promising design features, focuses on 
students, and keeps an eye toward inequality. 

I hope my testimony provides useful guidance for your committee 
and I commend you for your service in addressing these important 
accountability issues to promote better student outcomes. 

Please know it is my honor and privilege to be a resource today 
and into the future. 

Thank you. 

[The statement of Mr. Hillman follows:] 
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Testimony before the House Committee on Education & Labor: 
Strengthening Accountability in Higher Education to Better Serve Students and Taxpayers 


Nicholas Hillman 


_ Associate Professor 
University of Wisconsin-Madison 


Chairwoman Davis, Ranking’ Member Smucker, and Members of this Committee, thank 
you for inviting me to this hearing on strengthening accountability in higher education. [am 
honored to participate and I look forward to continuing these conversations with the Committee 
and your staff. 

Across our nation’s 4,300 degree-granting colleges and universities and the 19 million 
students they serve, there is a wide range of educational missions, types of colleges; and student 
needs. There is also a high degree of inequality in student access and outcomes driven by two 
main forces ~ unequal educational opportunities outside of college and unequal resources among 
colleges. 

A challenge for any accountability. system is to ensure it does not reinforce the very 
inequalities it seeks'to resolve, so improving accountability should in my opinion. focus on 
improving. outcomes for all students ~ especially those who have been traditionally underserved 
or poorly served by colleges and universities. 

The accountability triad plays a central role here by identifying shared commitments 
among the federal government, states, and accreditation agencies. Each vierther of the triad has a 
role to play. For example, accreditors conduct in-depth peer reviews to ensure colleges and their 
academic programs meet minimal quality standards and have appropriate financial and human 


resources. Neither the states nor federal government conduct these reviews — instead, 
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governmental agencies rely on accreditors’ expertise as a form of professional accountability for 
quality assurance. 

At the federal level, accountability policies. come in three main varieties. The first is 
consumer information via such tools as the College Scorecard.and College Navigator. The 
second is through regulatory action where, through negotiated rulemaking, the U.S. Department 
of Education implements program integrity rules such as Gainful Employment. Third is 
legislative action that codifies. accountability. policies such as the Cohort Default Rate, Financial 
Responsibility standards, and the “90/10 rule” into the Higher Education Acct itself. 

In the states, accountability comes in different forms — primarily around academic 
program review, state authorization, and performance management, State higher education 
executive agencies and governing boards ensure academic programs are not unnecessarily 
duplicated. They also determine which institutions are authorized to operate in their state or 
territorial borders. States have taken many actions to incorporate performance management into 
their accountability systems, most notably performance-based funding which has been found to 
have very mixed results in improving outcomes. This is one of my research areas, where the best 
evidence to date finds performance-based funding states do not typically out-perform other states 
and may even reinforce inequality in some cases. 

When well-coordinated, each of the three members can leverage their shared 
commitments to create better educational environments for students. The triad’s differentiated 
accountability system is designed to hold different institutions, programs, and sectors . 
accountable for different outcomes. This is one of the system’s strengths and requires. ongoing 


coordination and maintenance. 
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More can be done to hold the poorest performing institutions and programs accountable 
in ways that are fair, effective, and that promote. better student outcomes. I will conclude with a 
few examples. 

First, few accountability efforts adjust outcomes based on students’ inputs. States are 
trying to address this by incorporating premiums and bonuses in performance-based funding 
models when colleges serve targeted populations well (e.g., low-income students, older students, 
students of color). Well-designed input-adjustment: can paint a fairer picture of the role colleges 
play in promoting student success. 

Second, accountability efforts tend to focus-on consumer information and financial 
incentives and overlook “capacity building” asa way to promote improvement — ensuring 
colleges have adequate resources to improve outcomes may be an effective complement to the 
triad’s suite of accountability policies. 

Finally, well-designed accountability. policies must link policy and practice. In my work 
at the University of Wisconsin-Madison, we have developed an innovative. research-practice 
partnership with the financial aid office where my research team uses data and analysis to help 
improve the administration of aid programs to support student success on campus. Our work 
connects policy and data with on-the-ground practices to better support students, a feedback loop 
that is sometimes missing from accountability conversations. 

To conclude, I believe public policy problems concerning unequal college completion 
rates, quality assurance, affordability, and burdensome student loan debts would be worse 
without the accountability triad’s oversight. I also believe these problems can be solved or at 
least improved via better accountability that addresses root problems, incorporates promising 


design features, focuses on students, and keeps an eye toward inequality. I hope my testimony 
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provides useful guidance for your Committee and 1 commend you for your service and for 
addressing these important accountability issues to promote better student outcomes. Please 
know it is my honor and privilege to be a resource today; Iam happy to be a resource to you and 


your staff as these conversations continue. Thank you. 
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Chairwoman DAVIS. Thank you. And you stayed within your 
time well. 
Ms. Emrey-Arras, please. 


STATEMENT OF MELISSA EMREY-ARRAS, DIRECTOR, EDU- 
CATION, WORKFORCE, AND INCOME SECURITY ISSUES, U.S. 
GOVERNMENT ACCOUNTABILITY OFFICE 


Ms. EMREY-ARRAS. Chairwoman Davis, Ranking Member 
Smucker, and members of the subcommittee. I am pleased to be 
here today to discuss the Federal Government’s role in ensuring ac- 
countability in higher education. 

In Fiscal Year 2018 nearly 13 million students and their families 
received over $122 billion to help them pursue higher education 
through programs authorized under the Higher Education Act. 
Education administers these programs and is responsible, with the 
rest of the triad, for maintaining accountability and protecting the 
Federal investment in higher education. 

Among Education’s responsibilities are recognizing accreditors to 
oversee educational equality, determining which schools are finan- 
cially responsible and can participate in Federal student aid pro- 
grams, and ensuring that schools comply with laws and regula- 
tions. However, news reports about students attending low quality 
schools, an increasing number of schools closing due to financial 
difficulties, and the substantial amount of student loans in default 
have raised questions as to whether this existing accountability 
system is sufficient for protecting students and taxpayers. 

My remarks today focus on our prior GAO work and Education’s 
role in (1) recognizing accreditors, (2) overseeing the financial con- 
dition of schools, and (3) overseeing school student loan default 
rates. 

To begin with Education’s recognition of accreditors. Accreditors 
are independent agencies responsible for ensuring that schools pro- 
vide a quality education and must be recognized by the Depart- 
ment. Accreditors must have their recognition renewed by Edu- 
cation at least every 5 years, and Education reviews, among other 
things, whether the accreditor applies its own standards when it 
accredits schools. The accreditors, in turn, can issue sanctions, in- 
cluding terminations and probations to schools that do not meet 
the accreditor’s standards. 

However, we previously found that schools with weaker student 
outcomes were on average no more likely to be sanctioned by 
accreditors than schools with stronger student outcomes. And Edu- 
cation does not make consistent use of sanction data that could 
help it identify insufficient accreditor oversight. In 2014 we rec- 
ommended that Education use accreditor data in its recognition 
process to determine whether accreditors are consistently applying 
their standards to ensure schools provide a quality education. The 
Department agreed with the recommendation but has yet to imple- 
ment it. 

Now turning to financial accountability. Education uses a finan- 
cial composite score to measure the financial health of schools and 
to enable it to increase its oversight of schools and help protect 
against the risk of school closures. School closures, although rare, 
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can result in hundreds of millions of dollars in unrepaid Federal 
student loans and the displacement of thousands of students. How- 
ever, the composite score has been an imprecise risk measure, pre- 
dicting only half of the school closures we looked at. This is partly 
due to the fact that the composite score does not reflect changes in 
accounting practices, relies on outdated financial measures, and is 
vulnerable to manipulation. 

Despite these limitations, Education has not updated the scores 
since it was created more than 20 years ago. In 2017 we rec- 
ommended that Education update the score. Education has pro- 
posed some revisions, but changes have not yet been implemented 
and they do not fully address the problems with the composite 
score. 

Now, turning to the issue of student loan defaults. According to 
Federal law, schools may lose their eligibility to receive Federal 
student aid if a significant percentage of their borrowers default on 
their loans within the first 3 years of repayment. However, we 
found that some schools manage these default rates by hiring con- 
sultants that encourage borrowers with past due payments to put 
their loans in forbearance, an option that allows borrowers to tem- 
porarily postpone payments and bring past due loans current. We 
found that this practice can increase borrowers loan costs. For ex- 
ample, a typical borrower with $30,000 in loans who spends the 
first 3 years of repayment in forbearance would pay over $6,700 in 
additional interest. 

Pushing borrowers into forbearance also helps schools avoid ac- 
countability because borrowers are then more likely to default in 
the fourth year of repayment when schools are not held account- 
able for defaults. This practice shows the weakness of the Federal 
Cohort Default Rate to hold schools accountable. 

In 2018 we suggested that Congress consider statutory changes 
to strengthen schools’ accountability for student loan defaults. 
However, legislation has yet to be enacted. 

We believe that fully implementing our recommendations will 
improve Federal accountability and help students. 

Thank you. 

[The statement of Ms. Emrey-Arras follows:] 
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Chairwoman Davis, Ranking Member Smucker, and Members of the 
Subcommittee: 


| am pleased to be here today to discuss the federal government's role in 
ensuring accountability in higher education. In fiscal year 2018, nearly 13 
million students and their families received over $122 billion in federal 
assistance to help them pursue higher education through programs 
authorized under Title IV of the Higher Education Act of 1965, as 
amended (Higher Education Act).1 The Department of Education 
(Education) administers these programs, and is responsible with the rest 
of the “triad’—school accreditors and states—for maintaining 
accountability and protecting the federal investment in higher education. 
Among Education’s responsibilities, which are specified in the Higher 
Education Act and related regulations, are recognizing accreditors 
determined to be reliable. authorities on educational quality, determining 
which schools are financially responsible and can participate in federal 
student aid programs, and ensuring that participating schools comply with 
related laws, regulations, and policies. However, recent news reports 
about students attending low quality schools, an increasing number of 
schools closing due in part to financial difficulties, and the substantial 
amount of student loans in default have raised questions as to whether 
this existing accountability system is sufficient for protecting students and 
taxpayers. 


Drawing on our prior work on ensuring accountability in the higher 
education system, my remarks today address Education’s role in (1) 
recognizing accrediting agencies, (2) overseeing the financial condition of 
schools, and (3) overseeing schools’ student loan default rates. My 
testimony is based on our prior reports on these topics issued between 
2014 and 2018 and cited throughout this statement. We used multiple 
methodologies to develop the findings, conclusions, and 
recommendations for these reports. A more detailed discussion of the 
objectives, scope, and methodologies, including our assessment of data 
reliability, is available in each report. 


The work upon which this statement is based was conducted in 
accordance with generally accepted government auditing standards. 
Those standards require that we plan and perform the audit to obtain 


1 Pub. L. No. 89-329, 79 Stat. 1219, 1232, codified as amended at 20 U.S.C. §§ 1070- 
1099d. 
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sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objectives. We believe that 
the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 


Background 


Education’s Oversight of 
Accreditation 


The primary purpose of accreditation is to help ensure that schools 
provide a quality. education to students. Accrediting agencies, also known 
as accreditors, are generally nongovernmental; nonprofit entities that 
work with Education and states as part of the “triad” that oversees 
postsecondary schools participating in federal. student aid: programs. The 
Higher Education Act and Education’s regulations require accreditors to 
meet certain criteria‘and have certain operating procedures in place to be 
“recognized” by Education as reliable authorities on assessing academic 
quality (see fig. 1).2 Accreditors must have their recognition renewed by 
Education at least every 5 years.* To recognize an accrediting agency, 
Education officials and the National Advisory Committee on Institutional 
Quality and Integrity (NACIQI), which advises the Secretary of Education 
on accreditation issues, review among other things whether the accreditor 
applies its own standards, policies, and procedures when they accredit 
schools.4 


2 20 U.S.C. § 1099b{a), (c); 34 C.F.R. pt. 602. Education is required to publish a list of 
accrediting agencies that the Secretary recognizes as reliable authorities on the quality of 
education or training provided by the schools they accredit. 20 U.S.C. § 1001(c). 


3 See 20 U.S.C. § 1099b(d). 


4 NACIQI advises the Secretary of Education on matters related to postsecondary 
accreditation and the eligibility and certification process for postsecondary schools to 
participate in federal student aid programs. NACIQI is comprised of 18 rnembers, The 
Secretary of Education appoints six members, and the leaders of both the House of 
Representatives and the Senate each appoint six members; NACIQI members are 
appointed on the basis of, among other things, their techni¢al! qualifications, professional 
standing, and demonstrated knowledge in the fields of accreditation and administration in 
higher education. 20 U.S.C. § 101 1c. 
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Figure 1: Education’s Process for Recognizing Higher Education Accrediting Agencies 


@ Accrediting agency self-evaluation® 
eile Accrediting agency submits an application for recognition that 
“S-  provides evidence of the agency's compliance with Education's 
recognition criteria, aleng with supporting documentation. 


Recognition decisions last for up to § years, 
depending on Education’s findings 


Education staff analysis 
and recommendation 
Education reviews the 
accrediting agency's standards, 
policies, and procedures for 
assessing schools and 
conducts a site visit before 
making a recommendation, 


Hi Gducation’s recognition decision 
Education's Senior Department Official 
who is designated to make the decision 
regarding recognition reviews the 
recommendations from Education 

and NACIQI before making a final decision 
on the agency's recognition status. 


Appeal to 
Secretary 
of Education 
EI NACIQI recommendation NACIQI review and public meeting 
NACIQI makes a recommendation National Advisory Committee on Institutional 
based on its assessment to Vee f Quality and integrity (NACIQI) conducts a 
Education's Senior Department "second assessment of the accrediting agency, 
Official who is designated to make relying in part on some of Education's findings 
the decision regarding recognition: and documentation, NACIQI holds public 
meetings generally twice a year to 
Source: GAO analysis of information from the Department of Education and relevant federa! law and regulations. | GAO-19-484T review applications for recognition. 


* Recognition Process: 34 C.F.R. Part 602, Subpart C. 


» NACIQI advises the Secretary of Education on matters related te postsecondary accreditation and 
the eligibility and certification process for postsecondary schools to participate in federat student aid 
programs. The House of Representatives, the Senate, and Education each appoint six of NACIQI’s 
18 members, NACIQI members.are appointed on the basis of, among other things, their technical 
qualifications, professional standing, and demonstrated knowledge in the fields of accreditation and 
administration in higher education. 20 U.S.C. § 101 1c. 


While Education is required to determine whether accrediting agencies 
have standards for schools in certain areas, such’as student achievement 
and curricula, before recognizing them, the accrediting agencies are 
responsible for evaluating member schools to determine if they meet the 
accreditors’ standards. The specific standards that accreditors develop in 
these areas can differ, and accreditors may also establish additional 
standards in areas not required by law.5 When schools do not meet 


5 20 U.S.C. § 1099b(g). 
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accreditor standards, accrediting agencies may impose sanctions, such 
as placing a school on probation or terminating the school's accreditation. 


Education’s Oversight of 
College Finances 


Education conducts annual reviews of the financial condition of all 
schools participating in federal student aid programs to determine if they 
are financially responsible, based on criteria and processes established in 
federal law.and reguiations.* The specific financial responsibility 
standards that apply to each school depend on the school’s ownership 
type, and the bulk of Education’s financial oversight efforts focus on 
private nonprofit and for-profit schools,” 


One key financial. responsibility standard that Education uses to assess 
nonprofit and for-profit schools is a financial composite score that is 
calculated for each school based on items drawn from the school’s 
audited financial statements. The composite score—a metric for 
evaluating a school’s financial condition—uses a formula based on three 
financial ratios.8 A passing score is 1.5 to 3.0; a “zone” score is from 1.0 
to 1.4, and a failing score is from -1.0 to 0.9. (See fig. 2) 


6 See 20 U.S.C. § 1099c(c); 34 C.F.R. §§ 668.15, 668.171 — 668.175, and apps. A-B. 


? We previously reported that public schools are not required to meet some of the financial 
responsibility standards that apply to nonprofit and for-profit schools if they demonstrate 
that their liabilities are backed by the full faith and credit of a state or other government 
entity, but that public schools must still submit financial statements to Education and meet 
other standards. 


® Education uses slightly different formulas when calculating these ratios for nonprofit and 
for-profit schools. See 34 C.F.R. § 668.172 and appendices A - B. 
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Figure 2: Summary of Education's Annual Calculation of a Financial Responsibility Composite Score for Schools 
Participating in Federal Student Aid Programs 


ecMeeaneneanter | 


ae 
: Education uses information from the school's audited 


financial statement to calculate three financial ratios. 


t 
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: ‘does the school own 
~ Versus what itowes? — 


These three ratios are combined into a single score 
(financial responsibility composite score) 
that is scaled from -1.0 to 3.0 


AO 0.5, 0.0 0.5 1.0 1.6 2.0 


‘Pass (1.50 3.0) 


‘Source: GAO analysis of Departinent of Education information, | GAO-19-484T 


Notes: Education uses slightly different formulas when calculating these ratios for nonprofit and for- 
profit schools: See 34.C.F.R. § 668.172 and appendices A - B, Education does not typically calculate 
a composite score for public schoois. 


Schools that receive a zone or failing composite score, or do not meet 
one or more of the other financial responsibility standards, may. continue 
to participate in federal student aid programs if they agree to additional 
oversight. Education may place these schools under heightened cash 
monitoring (increasing schools’ reporting requirements and postponing 
the timing for receiving federal student aid payments), or require schools 
to post a letter of credit (a financial commitment from a bank to protect 
Education against potential liabilities should the school close), ora 
combination of the two. 


Education’s Oversight of Education may rescind a school’s ability to participate in federal student 
School Default Rates aid programs if a significant percentage of its borrowers—~generally, 30 
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percent or more of borrowers for 3 consecutive years or more than 40 
percent in 1 year—default on their federal student loans within the first 3 
years of repayment. This calculation is called the cohort default rate. To 
compute a school’s cohort default rate, Education divides. the. number of 
student loan borrowers ina cohort—those entering repayment in the 
same fiscal year—who have defaulted on their loans in the initial 3 years 
of repayment by the total number of a school’s student loan borrowers in 
that cohort (see fig. 3).° The cohort default rate does not hold schools 
accountable for borrowers who default after the initial 3 years. Borrowers 
in deferment and forbearance—options that allow borrowers to 
temporarily postpone monthly payments— are considered to be “in 
repayment” and current on their loans for the purpose of calculating a 
school’s cohort default rate, even though borrowers in these loan statuses 
are not expected to make any monthly payments.'° 


ESTA A A IR MEER I CRS ANI SE I TI ETO TE TOTS 
Figure 3: Example of Calculation of Schoo! Cohort Default Rate for Federal Student 


Loans 
Borrowers in the cohort who default 
in years 1, 2, or 3 of repayment 10% 
Divided by = School's 
cohort 


All borrowers | eT a PS gh default 
in the cohort rate 


Source: GAO analysis of Department of Education information. | GAQ-19-484T 
Note: For the cohort default rate calculation, a cohort includes borrowers who enter repayment in the 


same fiscal year. For example, the 2015 cohort includes borrowers who enter repayment in fiscal 
year 2015 (October 1, 2014 to September 30, 2015). 


* Repayment generally refers to the period in which borrowers are responsible for 
repaying their loan(s). Repayment typically begins after a 6-month grace period after a 
student graduates, drops below haif-time enrollment, or leaves school. Cohort default 
rates are based on the number of borrowers who enter repayment in a given fiscal year; a 
borrower with multiple loans entering repayment in the same fiscal year from the same 
school will be included in the formula only once. 


40 Under deferment, the interest generally does not accrue on subsidized Joans, but it 
continues to accrue on unsubsidized loans. Eligible borrowers can also postpone or 
reduce loan payments through either a general or mandatory forbearance; however, 
interest on the loan continues fo accrue in each type. Most borrowérs choose general 
forbearance, which, unlike most types of mandatory forbearance and deferment, can be 
issued by their toan servicer over the phone with no supportirig documentation. 
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Education Does Not 
Use Available Data to 
Identify Weaknesses 
in Accreditor 
Oversight of Schools’ 
Academic Quality 


We have previously reported on.a number of challenges with the 
accreditation system’s oversight of academic quality. Although Education 
is prohibited from specifying the specific content of accreditor standards, 
the agency is responsible for assessing whether accreditors are 
effectively overseeing schools’ academic quality as part of their criteria for 
recognizing accreditors. Our 2014 analysis found that schools with 
weaker student outcomes were, on average, no more likely to be 
sanctioned by accreditors than schools with stronger student. outcomes, 
and that the proportion of their member schools that accreditors 
sanctioned varied.'' For example, our analysis of Education’s sanction 
data from October 2009 through March 2014 found that two accreditors 
sanctioned less than 2 percent of their member schools during this time 
frame, compared to 41 percent sanctioned by another.accreditor. Our 
2017 report also discussed challenges with the accreditation system’s 
oversight of academic quality.’2 For example, some experts and literature 
stated that accreditors may be hesitant to terminate schools’ accreditation 
when they identify issues because such action would adversely affect 
schools’ eligibility for federal student aid programs. 


Despite inconsistencies in accreditors’ use of sanctions, our 2014 report 
found that Education did not systematically examine data on accreditor 
sanctions that could have helped it identify insufficient accreditor 
oversight and thereby reduce potential risk to students and federal funds. 
Accreditors provide Education with records of terminations and 
probations.** However, Education officials told us that they had not used 
this sanction information for oversight of accreditors because Education’s 
regulations did not have specific criteria that require them to do so. While 
Education is not required to use sanction data or analyze accreditor 
sanctions as part of the accreditor recognition process, we found that it 
could be useful for Education to consider these data when evaluating 
whether accreditors meet prescribed criteria, such as whether they 
consistently apply and enforce standards. Federal internal control 
standards call for federal agencies to track data to help them make 


1 GAO, Higher Education: Education Should Strengthen Oversight of Schools and 
Accreditors, GAO-15-59 (Washington, D.C.: Dec. 22, 2014). 


12 GAO, Higher Education: Expert Views of U.S, Accreditation, GAO-18-5 (Washington, 
D.C,: Dec, 22, 2017). 


Accreditors are required to notify Education of all terminations and probations that they 
issue. 20 U.S.C. § 1099b(a)(7). 
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decisions, as well as conduct ongoing, consistent monitoring to identify 
weaknesses. '4 Since accreditors are gatekeepers for tens of billions of 
dollars in federal student aid from Education, as well as the key oversight 
bodies for ensuring. academic quality at schools, we found that failure on 
the part of Education to spot weaknesses in accreditors’ processes could 
result in poor quality schools gaining access to federal funds. 


To strengthen Education's oversight of accreditors, we recommended in 
2014 that Education draw upon accreditor data to determine whether 
accreditors are consistently applying and enforcing their standards to 
ensure that the education offered by schools is of sufficient quality.15 For 
example, Education could systematically use available information related 
to the frequency of accreditor sanctions or could do additional analyses, 
such as comparing accreditor sanction data with Education’s information 
on student outcomes, to inform its recognition reviews. Education agreed 
with this recommendation and initially started to track the number of 
accreditor sanctions issued by each accrediting agency. However, 
Education has since questioned the usefulness of this information and 
has not yet used this sanction data to inform its discussions of accreditor 
recognition and oversight. We continue to believe that implementing the 
recommendation could help inform Education's reviews of accreditors and 
ultimately reduce potential risk to students and federal funds. For 
example, analyses of accreditor sanction data could help reveal patterns 
in individual accreditor behavior and the extent to which they are 
consistently enforcing standards. This recommendation remains open 
and we will continue to monitor Education's efforts in this area. 


14GAO, Standards for intemal Control in the Federal Goverment, GAOQ-14-704G 
(Washington, D.C.: Sep. 10, 2014). 


‘SGAO-15-59 
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Limitations in 
Education’s Financial 
Oversight Metric 
Hinder Its Ability to 
identify At-Risk 
Schools 


Holding schools accountable for their financial condition can help protect 
taxpayers and students against the risk of school closure, but the 
limitations of Education’s financial composite score hamper its 
effectiveness at identifying at-risk schools. Although a relatively small 
number of-schools close each year, these closures can affect tens of 
thousands of students and result in hundreds of millions of dollars in 
financial losses for the federal government and taxpayers from unrepaid 
student loans. However, we reported in 2017 that Education’s composite 
score has been an imprecise predictor of school closures."¢ Half the 
colleges that closed in school years 2010-11 through 2015-16 received 
passing financial composite scores on their last assessment before they 
closed.'” For example, 58 of the 96 schools that closed in school year 
2015-16 had recently received passing scores. Closures can be difficult to 
predict in part because each schoo! faces its own unique challenges, both 
financial and nonfinancial, that can eventually push it into financial 
trouble. Education’s composite score is not designed to account for 
nonfinancial risks; however, it is a primary means of securing financial 
protections in the form of a letter of credit from schools at risk of closure. 


The composite score's inconsistent performance in identifying at-risk 
schools is due in part to limitations of the underlying formula and the fact 
that it has remained unchanged for more than 20 years. The composite 
score is based on common financial ratios that Education selected in 
1997 after consulting with an accounting firm, school officials; and other 
experts. However, the composite score formula has not been updated 
since then and’several experts and school officials we interviewed 
identified three key weaknesses: 


« Accounting changes: The composite score has not kept pace with 
changes since 1997 in accounting practices and standards, creating 
ambiguity and making it more difficult to apply the formula in a uniform 
manner. Accounting practices and standards are periodically updated, 
for example, to improve the comparability and usefulness of financial 
reporting. When these updates diverge from the components and 


46 GAO, Higher Education: Education Should Address Oversight and Communication 
Gaps in Its Monitoring of the Financial Condition of Schools, GAO-17-555 (Washington 
D.C.: Aug. 21, 2017). 


‘7 In addition, some schools with failing composite scores may not be at immediate risk of 


closure. For example, almost 80 percent of the schools that failed the composite score in 
school year 2010-11 were still operating more than five years later (as of Juné 2016). 
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definitions in Education’s composite score, certain components of the 
composite score are no longer directly linked to items.on schools’ 
audited financial statements. These accounting changes can also 
cause large shifts in schools’ composite scores. For example, 
administrators at one school we talked to said changes to state laws 
have affected how some schools categorize their endowment holdings 
in financial audits, and that this had the effect of reducing the school’s 
composite score from passing to not passing. However, Education 
has not updated the composite score formula to ensure the score is a 
reliable measure of financial health. 


* Outdated financial measures: The composite score does not 
incorporate new financial metrics that would provide a broader 
indication of schools’ financial health. For more than 20 years, the 
composite score formula has remained unchanged as the field of 
financial analysis has continued to evolve with new measures 
becoming important as economic conditions change. For example, 
liquidity (i.e., access to cash) has become an important financial 
measure since the 2007-09 economic downturn, when some schools 
had trouble meeting payroll and fulfilling contractual obligations. More 
sophisticated methodologies used by credit rating agencies have 
sometimes resulted in assessments of a school’s financial condition 
that are strikingly different from the school’s composite score. For 
example, in 2016, two credit rating agencies assigned non-investment 
grade (i.e., junk bond) ratings to 30 schools that received passing 
composite scores from Education. 


* Vulnerability to manipulation: We previously reported that the 
composite score can be manipulated by some schools that take on 
long-term debt (e.g., loans with terms in excess of 12 months) 
because these debts can increase a school's composite score and 
help it avoid requirements to post a letter of credit. Long-term debt 
usually represents a long-term investment in a'school's campus and 
buildings, and the composite score formula treats this type of debt in a 
positive manner.'® An accountant for multiple schools told us that 
some schools have taken advantage of this provision and taken on a 
million dollars in debt in order to obtain a passing composite score. 
Corinthian Colleges, which closed in 2015, also exploited this 


18 Education included long-term debt in the formula for the primary reserve ratio (which 
measures whether a school has sufficient resources to cover its expenses) to address 
concerns that schools would be discouraged from making investments in capital 
improvements if these funds were not counted in the ratio, according to Education 
guidance, See Dear Colleague Letter GEN-01-02. 
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vulnerability to boost its composite score and avoid having to post a 
letter of credit that could have been used by Education to cover some 
of the hundreds of millions in student loan discharges resulting from 
the school’s closure, according to company documents and Education 
documents and officials. 


These three weaknesses with the financial composite score hamper 
Education’s ability to effectively fulfill its statutory responsibility to 
determine whether schools participating in federal student aid programs 
are financially responsible. Identifying and responding to risks is a key 
component of federal internal control standards, but Education's financial 
composite score formula has remained unchanged for over 20 years 
despite significant changes in the financial landscape of higher 
education. *? 


To address these limitations, we recommended in our 2017 report that 
Education update the composite score formula to better measure schools’ 
financial conditions and capture financial risks. Education generally 
disagreed with this recommendation and stated that the issues identified 
in our report did not necessarily mean that the composite score was an 
unreliable measure of schools’ financial strength. Since our report was 
issued, new regulations have gone into effect specifying that certain 
financially risky events, such as those related to litigation and certain 
accreditor actions, will generally trigger a recalculation of a school’s 
composite score.” In addition, Education has also published proposed 
regulations that would update some of the definitions of terms used to 
calculate a school’s composite score to conform with changes in 
accounting standards and also make an adjustment to how the formula 
treats long-term debt, which according to Education would be intended to 
make the formula less susceptible to manipulation.2": However, Education 
has not finalized these regulations and has not released a timeline for 
when it plans to do so, nor has it indicated that it has any broader plans to 
update the composite score, as we recommended. Since the existing 
composite score calculation remains unchanged, we are leaving this 


18 GAO-14-704G. 


20This recalculation is generally based on the existing composite score formula. See 34 
C.F.R. § 668.171. 


24 Student Assistance General Provisions, Federal Perkins Loan Program, Federal Family 
Education Loan Program, and William D. Ford Federal Direct Loan Program, 83 Fed. Reg. 
37,242 (July 31, 2018). : 
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Education’s Ability to 
Hold Schools 
Accountable for Loan 
Default is Limited by 
Schools’ Ability to 
Distort Their Cohort 
Default Rates 


recommendation open and will continue to monitor Education’s efforts in 
this area. 


The cohort default rate, which is specified in federal law,?? is a key 
measure for holding schools accountable for borrower outcomes and for 
protecting borrowers and the federal government from the costs 
associated with default. However, in 2018 we reported that this rate has 
limitations as an accountability tool.2° Some schools managed their 3-year 
cohort default rate by hiring consultants that encouraged borrowers with 
past-due payments to put their loans in forbearance, an option that allows 
borrowers to temporarily postpone payments and bring past-due loans 
current. At five. of the nine default management consultants we selected 
{that served about 800 schools), we identified examples when 
forbearance was encouraged over other potentially more beneficial 
options for helping borrowers avoid default, such as repayment plans that 
base monthly payment amounts on income. Four of these consultants 
also provided inaccurate or incomplete information to borrowers about 
their repayment options in some instances. 


Although Education officials and student loan experts said that . 
forbearance is intended to be a short-term option, our analysis of 
Education data found that 20 percent of borrowers who began repaying 
their loans in 2013 had loans in forbearance for 18 months or more during 
the 3-year cohort default rate period. Spending this much time in 
forbearance reduces the potential for borrowers to default within the 3- 
year period, thus helping improve a school’s cohort default rate. However, 
postponing loan payments through forbearance can increase borrowers’ 
loan costs in the long term. For example, a typical borrower with $30,000 
in loans who spends the first 3 years of repayment in forbearance would 
pay an additional $6,742 in interest, a 17 percent increase, over the life of 
the loan. In addition, borrowers in forbearance for 18 months or longer 
defaulted more often in the fourth year of repayment; when schools are 
not accountable for defaults, than they did during the 3-year period. While 
forbearance can help borrowers avoid default in the short term, this 
finding suggests that forbearance may have delayed—not prevented— 
default, potentially resulting in increased costs to the federal government. 


22 See 20 U.S.C. § 1085(m)(1)(A). 


23 GAO, Federal Student Loans: Actions Needed to improve Oversight of Schools’ Default 
Rates, GAQ-18-163 (Washington D.C.: April 26, 2018). 
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Reducing the number of borrowers in long-term forbearance and directing 
them toward other options for avoiding default, such as repayment plans 
that base monthly payment amounts on income, could help reduce the 
number of borrowers that later default and may eventually save the 
federal government money. Specifically, for William D. Ford Federal 
Direct Loans issued in fiscal year 2018, Education estimates that it will 
not recover over 20 percent of defaulted loans. These unrecovered 
defaulted loan amounts total an estimated $4 billion, according to our 
analysis of Education’s budget data.* 


Schools are seldom held accountable for their students’ defaults, in part 
because of the high rate of borrowers in long-term forbearance. To 
examine the impact of long-term forbearance on schools’ 3-year default 
rates, we recalculated schools’ cohort default rates by excluding 
borrowers who. were in forbearance for 18 months or more and who did 
not default during the 3-year period. We found that over 260 additional 
schools—receiving a combined $2.7 billion in Direct Loans and Pell 
Grants in academic year 2016-2017—wouid potentially have had a 
default rate high enough to put them at risk of losing access to federal 
student aid programs.?5 


The reduced effectiveness of cohort default rates as a tool for holding 
schools accountable creates risks to the federal government and 
taxpayers, who are responsible for the costs associated with high rates of 
default. Since the way the cohort default rate is calculated is specified in 
federal law, any changes to its calculation would require legislation to be 
enacted amending the law. Our 2018 report suggested that Congress 
consider strengthening schools’ accountability for student loan defaults, 
for example, by revising the cohort default rate calculation or using other 
accountability measures to complement or replace the cohort default rate. 
in the 115th Congress, proposals were introduced to revise, supplement, 
or replace the cohort default rate, though none of the legislation was 
enacted. This matter for congressional consideration remains open. We 
continue to believe that strengthening the accountability measure for loan 


24 The estimate accounts for collection costs and uses a net present value basis to 
account for the effect of time on the dollar value of missed payments due to default and 
subsequent default collections. The total estimate of defaulted dollars not recovered does 
not include Direct PLUS or Consolidation loans, which are other types of federal student 
loans offered by Education. 


28 Pell Grants are awarded to undergraduate students with financial need to help finance 
their postsecondary education. 
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defaults could further protect borrowers and the billions of dollars of 
federal student aid the government distributes each year. 
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In conclusion, the large federal investment in higher education makes it 
essential that the federal government maintain a robust system of 
accountability to protect students and taxpayers. My statement has 
highlighted three actions Education and Congress could take to 
strengthen the existing accountability tools for educational quality, 
financial sustainability, and student loan defaults. Students deserve to go 
to schools that provide a quality education and are financially stable, 
Taxpayers deserve an accountability system that protects federal student 
aid funds from going to schools that are financially irresponsible or push 
borrowers into forbearance for long periods in order to reduce the 
school's.cohort default rate. We believe that fully implementing the two 
recommendations and matter for congressional consideration discussed 
in this testimony would improve federal accountability, help students, and 
potentially lead to financial savings for taxpayers. 


Chairwoman Davis; Ranking Member Smucker, and Members of the 
Subcommittee, this completes my prepared statement. | would be 
pleased to respond to any questions that you may have at this time. 


If you or your staff have any questions about this testimony, please 
contact Melissa Emrey-Arras, Director of Education, Workforce, and 
Income Security; at (617) 788-0534 or emreyarrasm@gao.gov: Contact 
points for our Offices of Congressional Relations and Public Affairs may 
be found on the last page of this statement. GAO staff who made key 
contributions to this testimony include Debra Prescott (Assistant Director), 
Will Colvin (Analyst-in-Charge), and Brian Schwartz. In addition, key 
support was provided by Susan Aschoff, James Bennett, Deborah Bland, 
Marcia Carlsen, Alex Galuten, Sheila McCoy, Jessica Rider, and Walter 
Vance. 
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GAO's Mission 


The Government Accountability Office, the audit, evaluation, and investigative 
arm of Congress, exists to support Congress in meeting its constitutional 
responsibilities and to help improve the performance and accountability of the 
federal government for the American people. GAO examines the use of public 
funds; evaluates federal programs and policies; and provides analyses, 
recommendations, and other assistance to help Congress make informed 
oversight, policy, and funding decisions. GAO's commitment to good government 
is reflected in its core values of accountability, integrity, and reliability. 


TTS T TE ORAS Lae CHAR ICT 
Obtaining Copies of 
GAO Reports and 
Testimony 


The fastest and easiest way to obtain copies of GAO documents at no cost is 
through GAO's website (https://www.gao.gov). Each weekday afternoon, GAO 
posts on its website newly released reports, testimony, and correspondence. To 
have GAO e-mail you a list of newly posted products, go to https:/www.gao.gov 
and select “E-mail Updates.” 


Order by Phone 


Connect with GAO 


To Report Fraud, 
Waste, and Abuse in 
Federal Programs 


Congressional 
Relations 


Public Affairs 


The price of each GAO publication reflects GAO's actual cost of production and 
distribution and depends on the number of pages in the publication and whether 
the publication is printed in color or black and white. Pricing and ordering 
information is posted on GAO’s website, https://www.gao.gov/ordering. htm. 


Place orders by calling (202) 512-6000, toll free (866) 801-7077, or 
TDD (202) 512-2537. 


Orders may be paid for using American Express, Discover Card, MasterCard, 
Visa, check, or money order. Call for additional information. 


Connect with GAO on Facebook, Flickr, Twitter, and YouTube. 
Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts. 
Visit GAO on the web at https:/Avww.gao.gov. 


Contact FraudNet: 


Website: https:/Avww.gao. gov/fraudnet/fraudnet.htm 
Automated answering system: (800) 424-5454 or (202) 512-7700 


Orice Williams Brown, Managing Director, WilliamsO@gao.gov, (202) 512-4400, 
U.S. Government Accountability Office, 441 G Street NW, Room 7125, 
Washington, DC 20548 


Chuck Young, Managing Director, youngc1 @gao.gov, (202) 512-4800 
U.S. Government Accountability Office, 441 G Street NW, Room 7149 
Washington, DC 20548 


LL ALLER PCIE RE EOE RT 
Strategic Planning and 
External Liaison 


James-Christian Blockwood, Managing Director, spel@gao.gov, (202) 512-4707 
U.S. Government Accountability Office, 441 G Street NW, Room 7814, 
Washington, DC 20548 


oe 
uae 


Please Print on Recycled Paper. 


34 


Chairwoman DAVIS. Thank you very much. Right on the button. 
Mr. ORTEGA. 


STATEMENT OF NOE ORTEGA, DEPUTY SECRETARY, OFFICE 
OF POSTSECONDARY AND HIGHER EDUCATION, PA DEPART- 
MENT OF EDUCATION 


Mr. ORTEGA. Chairwoman Davis, Ranking Member Smucker, 
and members of the committee, thank you for the opportunity to 
provide remarks to the committee today on the importance of 
strengthening accountability for the system of higher education. 

In some ways the centrality of higher education to the wellbeing 
of our Nation has resulted in greater public interest in the out- 
comes of higher education. When you consider new entrants coming 
into the field every day, the commitment of states to create postsec- 
ondary attainment goals has created, and public investment as 
well, has generated a great deal of interest in the public in higher 
education. Ultimately, accountability represents a renewal of trust 
in the belief that institutional performance and the value of post- 
secondary credentials are worthy of the tax investments. 

Let me talk a little bit about the role of the state in account- 
ability as it works now. States provide authorization for all creden- 
tial granting institutions. And the process for providing authoriza- 
tion varies from state to state. In fact, I could probably characterize 
it as pretty disparate in terms of both the processes of doing it and 
the criteria being used. 

The process may be as simple as successful submittal of an appli- 
cation or it could involve a little more rigorous review among some 
of the applicants to the state. 

In Pennsylvania the authorization process is exclusively done by 
the State Education Agency. We collect the applications, we review 
it, provide a visit, and then prior to—providing a final determina- 
tion we do put the applications out for public comment, and eventu- 
ally the Secretary of Education will sign off on authorization. 

Once an institution is authorized the next step is clearly the 
maintenance and renewal for state authorization for an institution, 
which also varies from state to state. In some cases, many cases, 
the variation in this is problematic in terms of being able to ensure 
the quality of an institution. 

While state authorization is necessary to operate in states, I 
want to be clear to point out that state authorization does not serve 
as a confirmation of educational quality of an institution. This is 
something that is reserved for the accreditation process, which is 
run by accreditors. While the processes somewhat work together in 
that state authorization and degree granting, credentialing grant- 
ing authority is provided before an institution can seek to get ap- 
proval. This is essentially how the relationship of the state works 
with the other members of the triad, right. 

So, in short, states authorize, accreditors provide education qual- 
ity, and, ultimately, the Federal Government is responsible for 
overseeing the maintenance of the financial aid program. 

I want to talk a little bit about a concept that I have been 
terming as “accreditation bloat.” Essentially it suggests that over 
time, as more concerns have emerged in the system of higher edu- 
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cation, many of these concerns have sort of been addressing these 
concerns has sort of become a role that we bestowed on accreditors 
over time. Things like thinking about student loan debt, thinking 
about quality and outcomes, and even more recently, thinking 
about the impact on students with closure, have become some of 
i things that have in some ways been put on the accreditors 
today. 

For this reason, I feel like it is important that we rethink the 
roles of each of the members of the triad. More specifically, the role 
that the state can play in enhancing and sharing some of the ac- 
countability expectations around assuring quality for institutions of 
higher education. We must be intentional about creating these 
roles and we must understand the benefits of being able to engage 
the state, particularly in some of the upfront determinations that 
need to be made in order to help institutions navigate and main- 
tain quality assurance. 

So how do we accomplish this? I think there are already a num- 
ber of things that we can begin to build on. As I mentioned before, 
states are putting together accountability state attainment goals 
that are useful. Many of them are even going as far as imple- 
menting strategies for how to hold these institutions accountable 
for increasing postsecondary attainment, particularly as it relates 
to high quality educational opportunities for a number of students. 

There is also the opportunity to build on some of the—levers 
available to states as well, levers around financial aid that is pro- 
vided by various states. You can have additional criteria that states 
can begin to use to hold institutions accountable for some of the 
state investment that they are receiving. 

There are a number of levers that are already in place that can 
be utilized for states, but most importantly, states are positioned 
uniquely to understand the context, especially the political, eco- 
nomic, and social context of institutions that can be useful to make 
determinations of the long-term quality assurance of the institu- 
tions. 

New stakeholders are entering the field all the time. While state 
investment has been declining, I think it is important to begin to 
leverage some of the resources that are currently available. 

While there may be an infrastructure in place currently that was 
created several years ago, that doesn’t necessarily apply to a num- 
ber of things. I think that there are some things that we can begin 
to do to create standards uniform across the states on this accredi- 
tation process. 

Thank you for the opportunity to provide comments. I look for- 
ward to answering your questions. 

[The statement of Mr. Ortega follows:] 
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Full Written Testimony 
Chairwoman Davis, Ranking Member Smucker, and Members of the Committee: 


Thank you for the invitation to offer my remarks to the Committee today. | have been asked to 
speak to you about the importance of strengthening accountability in the American system of 
higher education to better serve our students and taxpayers. Given my role as the Deputy 
Secretary and Commissioner for the Office of Postsecondary and Higher Education in 
Pennsylvania, | will focus my remarks on the role of the state in helping to achieve this goal. 


Let me first preface my remarks by offering up the following premise, any discussion about 
accountability and quality assurance in the U.S. system of higher education is a conversation 
about 50 vastly different policy contexts, over 7,000 postsecondary institutions, and countless 
programs of study, each of which is accountable to a variety of stakeholders. The 
acknowledgment of this assumption is not meant to suggest that the complexity and magnitude 
of this challenge should serve as a deterrent for working toward the goal of providing high- 
quality postsecondary. opportunities for all students, but instead it is an attempt to place 
emphasis on the following fact: it will take a concerted effort, among numerous stakeholders 
and various regulating bodies, to effectively strengthen the accountability of this great system 
of higher education and ensure the highest quality of postsecondary opportunities for all 
members of society. 


Perspectives on Accountability 


There are a growing number of perspectives to account for in a discussion about accountability 
in higher education, and all are relevant. In the case of students and their families—whose 
tuition dollars now represent a growing share of the revenues at colleges and universities 
accountability translates into concerns about job prospects after graduation. From the 
perspective of policy makers at all levels of government, accountability manifest itself in 
strategies of consumer protection and the availability of affordable postsecondary pathways for 
all students. When conversations about accountability emerge from the business community, 
they are often framed around a need to ensure that all graduates have the skills needed to be 
effective in their selected career paths. At the Federal level, accountability translates into 
better oversight of new and existing providers and the returns associated with the billions of 
dollars invested in federal student financial aid programs. In the case of states, accountability is 
defined by the equitable provision of high quality postsecondary opportunities for all students. 
And for the public at large, accountability represents a renewal of trust in the belief that 
institutional performance and the value of postsecondary credentials are worthy of their tax 
investments. 


Simply stated, a discussion about higher education accountability in the 21° Century is.a 
conversation about issues and concerns central to the fiscal, social, and economic well being of 
the nation and all its members. 
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The Changing Higher Education Landscape 


To a certain extent, the centrality of higher education to the well being of our nation has 
resulted in a greater public interest to holding institutions accountable for their performance 
and outcomes. it was only a few decades ago when discussions about quality and accountability 
in higher education would only garner the attention of key administrative officials, faculty, staff, 
and other stakeholders closely associated with the academic and administrative inner workings 
of the institution. This is no longer the case: The outcomes associated with postsecondary 
institutions are much more publicly contested today, than ever before. The emergence of new 
forms of delivery for higher education and the entry of new providers into the field have 
broadened the reach and bandwidth of postsecondary institutions. Additionally, the work of a 
growing number of states to aggressively adopt postsecondary attainment goals and implement 
strategies such as dual enrollment opportunities have elevated the importance of 
postsecondary pathways for all its residents and cultivated a greater interest among more 
students and their families. 


Equally significant is the decision by states to couple strategies of economic development with 
goals of postsecondary attainment, which have made the outcomes of our colleges and 
universities much more prominent in policy discussions. When you further consider the shift in 
funding from one that has historically relied on state and federal investments for the primary 
functions of the institution, to one that is increasingly reliant on revenue from tuition and fees 
for its daily operations, it becomes evidently clear.as to why there is a growing interest in 
postsecondary outcomes and a push toward greater accountability by members of the general 
public. 


While the context today differs significantly in terms of access to public information and the 
number of individuals being served by our institutions of higher learning, this country’s reliance 
on its system of higher of education for innovation and economic development is not a new 
phenomenon. There is a well-documented history of federal and state investments in the 
expansion and maintenance of colleges and universities in the United States. Whether these 
investments were driven by our growing agricultural or industrial needs, an all out push to 
improve our system of national defense, or simply as. a means for ensuring the provision of 
postsecondary opportunities for more students through the establishment of a federal financial 
aid program—these investments have paved the way for a unique interdependence that 
continues to exist today between postsecondary institutions, the federal government, and the 
states, 


This interdependence has also given way to a unique aspect in the design of our system of 
higher education, the blend of governmental and non-governmental agencies that provide 
oversight to the system which is often referred to as the “triad.” The term triad denotes the 
joint oversight process between states, accreditors, and the federal government, but also 
connotes the symbiotic relationship between the various agencies whose roles have emerged 
and adapted to an ever-changing higher education landscape. Roles that | contend must 
continue to be reassessed if we seek to ensure that our postsecondary institutions remain 
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accountable to the goal of providing ali students with high quality postsecondary degrees or 
credentials. 


The Role of the State 


Let me now shift my focus to the role of the state in the higher education governing process 
and provide some background on the processes for oversight in the state. First and foremost, 
states provide authorization for degree granting institutions and for profit institutions that seek 
to operate within its borders. The process of authorizing institutions differs from state to state. 
In some states you have either a single board or commission that handle the authorization of an 
institution, while other states engage multiple agencies in the state approval process. 
Additionally, the criterion used for authorization also varies by state and may range from a 
process that simply requires the successful submittal of an application for authorization to a 
more rigorous review of programs and institutional finances. 


For instance, the state authorization process in Pennsylvania for degree granting institutions is 
one that is handled exclusively by the state education agency. The agency collects the 
application, reviews it for accuracy, and conducts a visit to the institution. Prior to any 
determinations being made, the application is published in a public bulletin to allow for 
additional comment, and ultimately the Secretary of Education signs of on the authorization. In 
the case of authorizing a for-profit institution to operate in the state, this process also differs by 
state. In Pennsylvania, the state education agency appoints members to a Board who are 
charged with the task of reviewing all applicants that seek to operate in the state. The 
applicants seeking authorization are also invited to appear before the board to-defend their 
application, and ultimately the state appointed Board votes to approve, defer, or deny the 
application. 


Once and institution is approved and authorized to operate in a state, then the process of 
maintenance and renewal of the approval begins, a process that also varies between states. In 
Pennsylvania, degree-granting institutions remain authorized indefinitely unless there are 
grounds for revocation. The process for revoking state authorization from an institution is 
outlined in statute and is generally based on evidence of failure to meet certain standards at 
the institution. It should also be noted that institutions being considered for revocation are 
entitled to a hearing. The maintenance process of approvals also differs by institutional 
category and type, as is the case for out-of-state providers (i.e., institution in other states 
providing online education to students living in Pennsylvania) and for-profit institutions that 
operate in Pennsylvania where maintenance and renewal of state approvals occurs more 
frequently and periodically. 


Determining Standards of Quality 
While state authorization is necessary for an institution to operate within a state, it does not. 


serve as a confirmation of educational quality for an institution—determinations about quality 
are made exclusively by accreditors and this determination is contingent on the outcomes of an 
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accreditation process. While the two processes are-distinct, one does serves as a pre-requisite 
for the other: state authorization and degree granting authority are pre-requisites for 
accreditation in most states. An additional point of distinction between the two processes is 
that accreditation serves as a path toward eligibility to participate in the federal student 
financial aid program, for which the maintenance and oversight of these programs rests 
exclusively in the hands of the federal government, the third and final member of the triad. 


Accreditation Bloat 


Once a postsecondary institution is accredited by one of the accrediting bodies, the process for 
continued assurance of institutional quality is often deferred to the accrediting bodies by the 
states. This approach is in large part a result of the prescribed roles and functions that have 
been outlined for each member of the triad in the Higher Education Act. Throughout the years, 
conversations about revisiting the roles of the various members of the triad have periodically 
emerged in certain policy discussions, but much of what has transpired in the form of strategies 
from these discussions have been recommendations for reforms to the accreditation process 
and strengthened requirements to participation in federal financial aid programs. 


Today, like many of my predecessors that came before this Committee in the past, | will seize 
this moment to elevate a discussion about the pressing need to rethink our approach to 
strengthening accountability in the American system of higher education to better serve our 
students. The higher education landscape that we are operating in today differs significantly 
from the environment that existed when the structures for oversight were put in place. 
Concerns about quality assurance and accountability are no longer limited to assessments 
exclusively about academic quality, financial viability, or soundness of corporate structures. 
New issues have emerged that give rise to concerns about student loan debt; institutional 
performance; equitable outcomes for students; charges of waste, fraud, and. abuse; and 
mounting concerns surrounding closure of institutions within the for profit sector. These are 
just a few of the concerns dominating the discourse about quality and accountability in higher 
education. 


As a result of these concerns, we are witnessing a phenomenon that can best be described as 
“accreditation bloat,” the broadening of the behaviors, outcomes, policies, and practices that 
must be assessed and monitored by accreditors. Accreditation bloat places a tremendous 
amount of responsibility on accreditors for holding the entire system accountable to the. 
growing list of issues and concerns prominent in the national discourse about postsecondary 
outcomes and institutional performance. | contend that we reverse this trend, and instead find 
ways to encourage the various members of the triad to lend a hand in efforts aimed at holding 
our system accountable to the assurance of quality in higher education. 


Enhancing the Role of the State 


To date, most discussions about quality assurance and accountability in our system of higher 
education have remained relatively silent about the role of the state in the accountability 
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movement. This is concerning given that states maintain several advantages that are not always 
afforded to accreditors or the federal government. For instance, a state is uniquely positioned 
to make sense of the social, political, and economic nuances that are often at play in the state 
context. States also have access to historical narratives and artifacts that provide additional 
insight into the culture and mission of the postsecondary institutions operating within its 
borders. These historical antecedents may prove helpful in making determinations about the 
long-term prospects and potential success of an institution. 


My argument for enhancing the role of the state in the shared responsibility for accountability 
in higher education is not meant to be a criticism of the accreditation process or of the other 
governing bodies that make up the regulatory triad. My assertion is simply fueled by an 
understanding that the higher education landscape is changing, expectations from the growing 
number of constituencies are increasing, and the number of new providers and structures for 
delivery of higher learning are multiplying. These and other changes that are beginning to stress 
the system suggest that we need to reimagine our roles as members the triad, and engage ina 
more concerted effort to identify new approaches to strengthening accountability and ensuring 
a continued adherence to quality by the system of higher education. 


Building Momentum and Leveraging State Levers 


Let me also point out that any move toward enhancing the state’s role in the shared 
responsibility for accountability is not without precedent. There are key areas of momentum in 
states where capacity has already begun to emerge and strategies for leveraging new 
opportunities for strengthening accountability exist. 


A number of states have launched efforts in key areas that will position them to take on a 
greater share of the responsibility to hold institutions accountable to certain outcomes. One 
area where significant movement has occurred is in the development and implementation of 
certain consumer protections that address concerns that have emerged from the recent 
closures by for profit institutions. These efforts include the development of policy guidelines 
that require for-profit institutions, or other struggling institutions operating within its borders, 
to submit teach out and a tuition recovery plans to the state. These plans outline the steps that 
institutions will take in the event of a closure. In the case of Pennsylvania, the state is also 
working with members of the general assembly and the states attorney general office to plan 
for the development of a central records collection system that can be utilized to archive the 
records of students affected by closures. These, along with other consumer protection efforts 
embarked on by states, build a foundation for a process that can be shared between the 
various agencies of the triad that could essentially assist with the monitoring of activities by 
institutions that are experiencing signs of volatility. 


The past several decades have also seen a rise in activities by states aimed at setting 
postsecondary attainment goals, Several states have elected to couple these goals with 
workforce improvement strategies that are central to the economic development plans for the 
state. Some states have even taken the added step of identifying key strategies and metrics 
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that hold institutions accountable for the performance of specific student subgroups in meeting 
the state’s postsecondary attainment goal. These metrics are sometimes tied to specific career 
pathways in the state; particularly careers pathways that seek address some of the shortage 
areas in the state or pathways that align to some of the emerging professional fields. Additional 
emphasis by states on diversity goals has also resulted in efforts to hold institutions 
accountable for addressing some of the inequities that continue to persist in the American 
system of higher education. The move to build capacity around these and other efforts have 
given rise to a wave of new players at the state level who have a vested interest in improving 
the quality and outcome of the institutions operating in the state. Some of the individuals that 
make up these emerging groups of stakeholders include members of the business community, 
school districts, the general assembly, and.a growing number of state attorneys general. 


In addition to some of the capacity building efforts embarked on by states, there are also'a 
number opportunities within states to leverage the state’s investments in higher education and 
leverage these resources as means for holding institutions accountable to certain goals and 
outcomes. Although state support for higher education has experienced some volatility and 
decline over the past several decades, institutions continue to remain dependent on state 
resources for their daily operations. By and large the resources made available to institutions 
from the state are usually distributed through the appropriation process; however, other 
resources are made available by the state through grant programs or other forms of state 
financial aid. What is unique about these programs is that the dollars extend well beyond the 
traditional public sector of institutions and the dollars are also placed in the hand students who 
attend independent colleges and for profit institutions. This not only extends the state’s reach 
with the funds, but also presents it with another strategy for leveraging additional expectations 
and requirements on institutions and holds them accountable to the continued provision of 
high quality degrees and credentials to all students. 


Creating the Condition for Success 


While its clear that some states have made tremendous strides toward taking on more of 
shared responsibility for accountability in higher education, many of the process and standards 
employed by states to authorize institutions to operate within its borders continue to remain 
disparate and loosely defined. The push toward a more concerted effort by the various 
regulating bodies of the triad to strengthening accountability in higher education will require 
states to be more intentional about adopting a baseline of common standards that can be used 
to create a shared understanding about the meaning of state authorization, and ultimately lend 
more legitimacy to the state authorization process. The continued insistence by states to rely 
exclusively on accreditors for the assurance of quality among postsecondary institutions have 
consequentially prevented states from making substantive changes to their authorization 
processes. 


The federal government is well positioned to nudge the states in the direction of developing a 
more coordinated approach to state authorization and identify some baseline standards across 
all states. Engaging states in comprehensive planning process with agencies within the state, as 
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well as the various governing agencies of the triad, is certainly a step in the right direction. The 
federal government is also well positioned to-build on some of the lessons and best practices 
that emerged from some of the recent state comprehensive planning efforts it has put in place. 
This includes such efforts as the state’s Every Student Succeeds Act (ESSA) plan, the Workforce 
innovation and Opportunity Act (WIOA) planning activities, and the ongoing efforts currently 
underway around Perkins state planning. Regardless of the strategy leveraged for this process, 
it is imperative that considerable emphasis also be given to efforts aimed at identifying ways.in 
which the various governing agencies of the triad can work collectively to share resources and 
information that can result in alert systems to help monitor some of the volatile activities by 
institutions that tend to result in closures. 


CONCLUSION 


The American system of higher education is one that continues to be held in high regard by 
individuals around the world. Its unique organizational structures, cultures, nofms, area result 
of the continuous need by the system to adapt to industry shifts, socio-political events, 
demographic changes, and the growing demands placed on it by the constituencies it serves. 
Our institutions of higher learning continue to be relied upon for innovation, social change, and 
as catalysts for economic vitality. The contributions made by these institutions to society and 
the benefits they offer to individuals who attend them, are just a few of the reasons why the 
system of higher education is such a central part of American life. 


Once again we find ourselves amid another paradigm shift in our system of higher education. 
The need to once again improve the system and reimagine its governing structures presents us 
with an opportunity to put the conditions in place that will once again allow the American 
system of higher education to flourish and continue to thrive well into the future. 


Chairwoman Davis, Ranking Member Smucker, and Members of the Committee, thank you 
again for the opportunity to address the committee today and | look forward to answering your 
questions. 
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Chairwoman DAVIS. Thank you very much. 
Dr. Brittingham? 


STATEMENT OF BARBARA E. BRITTINGHAM, PH.D., PRESI- 
DENT, NEW ENGLAND COMMISSION OF HIGHER EDUCATION 


Ms. BRITTINGHAM. Yes, thank you. Chairwoman Davis, Rank- 
ing Member Smucker, members of the committee, thank you for 
the opportunity to testify today. 

I am president of the New England Commission of Higher Edu- 
cation, one of seven regional accrediting agencies in the U.S. Our 
Commission is keenly aware of its responsibility to the public to en- 
sure taxpayer dollars are going to support students at institutions 
that provide them with a solid education and degrees that have 
value. 

Collectively, regional accreditors serve as a gatekeeper for Fed- 
eral financial aid to approximately 3,000 public, independent, and 
for-profit colleges and universities. Other institutional accreditors 
are known as national accreditors. They accredit about 4,800 faith 
based and career related institutions. Also, the Department of Edu- 
cation recognizes 40 programmatic accreditors in areas such as 
medicine, law, and dance. All recognized accreditors serve as the 
gatekeepers for Federal financial aid for students or other Federal 
funding. 

Together with the states and the Department, accreditors are 
members of the triad. We work regularly with the Federal Govern- 
ment and individual states, we meet twice a year with our state 
higher education executive officers to increase communication and 
coordination. States can send observers on a comprehensive evalua- 
tion visits and we also work with Federal financial aid staff regard- 
ing institutional closure and program confirmation. 

Before an institution becomes accredited it must be found eligible 
and become a candidate, which involves a self study against our 
standards, validated by a team of peer evaluators trained by our 
agency. Within 5 years the institution must repeat that process to 
become accredited. 

Accreditation decisions are made by our Commission, a group of 
27 volunteers, including institutional members, presidents, aca- 
demic officers, finance officers, and trustees, and members of the 
public. By Federal regulation, at least one of every seven members 
is a public member. 

Our relationship with each institution is ongoing. Every institu- 
tion has a comprehensive evaluation every 10 years and a signifi- 
cant interim report at the midpoint. To monitor institutions be- 
tween these points the Commission uses a variety of special pur- 
pose—reviews and visits to assist in the institutional improvement 
and to ensure quality of the institution. Annually every institution 
submits a report, including information on enrollment, finances, 
and student debt. This information can determine whether the in- 
stitution requires additional monitoring, which happened about 15 
times last year. 

When the Commission has reason to believe that an institution 
is no longer meeting one or more of the nine standards it will ask 
the institution to show cause why it should not be placed on proba- 
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tion or have its accreditation withdrawn. Probation and withdrawal 
decisions can be appealed on procedural grounds, and there is a 
provision for new evidence which can lead the Commission to re- 
consider its decision. 

When the Commission does when appropriate withdraw accredi- 
tation, our job is not to shut down every institution that encounters 
a problem. Our role is to monitor and assist institutions, ensure 
they are making necessary changes in a timely fashion, while at 
the same time being prepared to withdraw accreditation if the in- 
stitution can no longer provide a solid education to its students. 

When an institution has its accreditation withdrawn or decides 
to close, we work with them to make sure they have signed teach- 
out agreements with other institutions, so students continue their 
education with minimal disruption. 

Regional accreditation focuses on student outcomes, retention 
and graduation rates, loan default, and repayment rates, and 
whether students are achieving the learning goals of their pro- 
grams. Licensure passage rates, going onto the higher degree, and 
employment rates are also important. 

Institutions also look at outcomes central to their mission. For 
public institutions the percent of graduates who are employed in 
the state, for an arts institution, the percent of students who make 
their living from their art, for a faith-based institution, the percent 
of its graduates who report attending church regularly. As with K— 
12 education, there is no single measure of success and no bright 
line that can assure quality. 

With respect to reauthorization, we have been following the con- 
gressional efforts, including the PROSPER Act and Aim Higher, 
and hope you are able to achieve your goal of bipartisan agreement 
this year. 

In so doing, we urge you to continue to maintain the centrality 
of peer review. The 30,000 volunteers who participate in accredita- 
tion each year provide a level of expertise and reasonable cost 
structure that could not be otherwise duplicated in any other sys- 
tem. 

We hope that the reauthorized HEA regional accreditation can 
continue to fulfill its dual responsibilities of quality assurance for 
the public and quality improvement for institutions. We also be- 
lieve in allowing for more flexibility and innovations so institutions 
can focus on outcomes that matter most. 

Finally, we hope that the reauthorization includes provision for 
accreditors to innovate and experiment to ensure it remains a ro- 
bust and responsive member of the triad dealing with issues and 
challenges that may not yet be before us. 

I look forward to our conversation. 

Thank you. 

[The statement of Ms. Brittingham follows:] 
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Testimony of Barbara Brittingham, President 
New England Commission of Higher Education 
to the House Committee on Education and Labor 
Subcommittee on Higher Education and Workforce Investment 


Strengthening Accountability in Higher Education to 
Better Serve Students and Taxpayers 
April.3, 2019 
Washington D.C. 


Chairwoman Davis, Ranking Member Smucker, Members of the Committee, thank you for the 
opportunity to testify this morning on issues related to accreditation in our nation’s higher 
education system. 


I speak this morning from the perspective of serving as President of New England Commission 
of Higher Education (NECHE) for the past 11 years. NECHE is one of seven regional 
accreditation agencies in the nation. Our region covers six states and our Commission accredits 
over 200 institutions, which award nearly $7 billion of federal financial aid every year. Because 
New England was settled early in our.country’s history and before any significant development 
of public higher education, compared with other regions we have more independent colleges and 
universities and fewer — currently only three — for-profit institutions. Our Commission is keenly 
aware of its responsibility to the public: to ensure taxpayer dollars are going to support students 
at institutions that provide them with a solid education and degrees that have value. 


Taken together, regional accreditors serve as gatekeepers for federal financial aid to 
approximately 3,000 public, independent, and for-profit colleges and universities... These diverse 
institutions include research universities, state colleges, liberal arts colleges, faith-based 
institutions, medical schools, and institutions oriented toward business, arts, law, and health. 
Other institutional accreditors are known as National Accreditors, which combined, accredit 
roughly 1,200 institutions, about 500 faith-based and 4,300 career-related institutions, most of 
which are for-profit. In addition, the U.S. Department of Education (Department) recognizes 40 
programmatic accreditors in areas such as medicine, nursing, law, and dance. All of the 
accreditors recognized by the Department serve as gatekeepers to federal financial aid for 
students or other federal funding. 


For institutions to be eligible to participate in federal student aid programs they must be 
authorized by the States in which they operate. States ensure compliance with their own 
requirements particularly with respect to consumer protections. Institutions must also be 
approved by the Department, which focuses primarily on compliance with federal rules and 
regulations related to student aid. Finally, they must be accredited by an agency recognized by 
the Secretary of Education. As an accreditor, our role is to oversee and ensure the quality of 
education at each of the institutions we accredit. This framework is often referred to as the - 
“triad.” 
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Although we each have separate roles, we work with the federal government and individual 
states on a nearly daily basis. In addition, twice a year, we e convene a meeting of state officials 
known as SHEEO’s — State Higher Education Executive Officers — from across the region to 
increase broader communication and coordination. We.also work with federal financial aid staff 
regarding institutional closure, program confirmation, and currently with respect to a request to 
accredit a state system of higher education. The Higher Learning Commission, the largest 
regional accreditor, is working with states on Coordinated Visits and Large-Scale Teach-Outs. 


Before any institution becomes accredited, it must first be found eligible. The next step is to 
apply for candidacy, which involves a self-study showing how and how well the institution 
meets each of our nine standards which include those required under the Higher Education Act, 
including success with respect to student achievement, curricula, faculty, fiscal and 
administrative capacity among others. 


The self-study is validated by a team of peer evaluators selected from a poo! of roughly 1,800 
volunteers and trained by our agency. 


Within five years, the institution must repeat that process to become accredited. Overall, it takes 
new institutions six to seven years to become accredited, though, per the Higher Education Act, 
if they are non-profit, they can participate in federal financial aid when they become candidates. 
In New England, given the demographic decline of 18-year-olds, we have more institutions 
merging and closing than we have new institutions. We currently have two candidates, one 
offering a Master of Fine Arts degree in media arts, the other offering a bachelor’s degree to 
students not otherwise well served, including individuals in and recently out of prison. Over the 
past few years, five institutions in New England have talked to us about becoming accredited but 
have decided either that it was not a good fit or that they were not yet ready. 


Decisions regarding eligibility, candidacy, and accreditation are made by our Commission, a 
group of 27 individuals including institutional members (e.g., presidents, academic officers, 
finance officers, experts in distance education, trustees) and members of the pubic. By 
regulation, at least one of every 7 members must be from the public; we have had employers, 
lawyers, foundation heads, and finance experts as public members, The Commission also is 
responsible for the decisions about monitoring institutions and for the adoption of the standards 
which are regularly updated, taking into account input from member institutions, states, and 
interested others. 


Our relationship with each institution does not end once they are accredited. Every institution has 
a comprehensive evaluation every ten years and a significant interim report at the mid-point. To 
monitor institutions between these points, the Commission has a variety of special reports and 
visits it employs to both assure the quality of the institution and assist in institutional 
improvement. We also have a process for public complaints and public comments about 
institutions. 


Further, each year, we require every institution to submit a report which includes information on 
enrollment, finances, and student debt. Information from the report can help determine whether 
the institution requires additional monitoring on those topics or is planning a change that will 
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require Commission review and approval. Last year, for example, approximately 15 institutions 
were identified for additional monitoring through the annual report. 


When the Commission has reason to believe that an institution is no longer meeting one of our 
nine standards (which are consistent with those standards required under HEA), it will ask the 
institution to show cause why it should not be placed on probation or have its accreditation 
withdrawn. If the institution is indeed found not to be in compliance with one or more standards, 
it will be placed on probation for no longer than two years if it has realistic. plaris to come into 
compliance. Absent those plans, the Commission will act to withdraw accreditation. These 
decisions can be appealed on procedural! grounds. During that process, there is also.a provision 
for new evidence, which, if found to be material and significant, can lead the Commission to 
reconsider its decision. 


In times of economic and demographic stability, the show cause action for probation or 
withdrawal of accreditation may happen once or twice a year. This year, as touched by this 
process, four institutions are closing and one remains on probation. 


While the Commission does when appropriate withdraw accreditation — and thus ending the 
institution’s ability to participate in student federal aid programs — our job is not to shut down 
every institution that encounters a problem. Our role is to monitor and assist institutions, ensure 
they are making any necessary changes in a timely fashion, which at the same time being 
prepared to withdraw accreditation if the institution can no longer provide a solid education to its 
students. 


When an institution has its accreditation withdrawn or decides on its own to close, we work with 
them to make sure that they have signed teach-out agreements with other institutions so that 
students can continue their education with minimal disruption. The teach-out institutions agree to 
admit the students as transfer students, to provide a smooth path with respect to transfer credits, 
and in many cases to ensure that students pay no more at the teach-out institution as they did at 
their original institution. We also confirm that there will be permanent storage of student records. 
While never an ideal situation, I’m pleased that we have been largely very successful in helping 
with these transitions and I’m happy to speak at more length about specific examples where 
these teach-outs have occurred, 


In every region, accreditation focuses on student outcomes. Our eighth standard is Educational 
Effectiveness. Here, institutions, teams, and the Commission look at retention and graduation 
rates, loan default and repayment rates, and whether students are achieving the learning goals of 
their programs. Licensure passage rates, going on to the higher degree, and employment rates are 
also important. Institutions also look at particular outcomes central to their mission. Public 
institutions often look at the percent of graduates who are employed in their state.-An arts 
institution reports what percent of students make their living from their art..A research university 
looks at how many students are awarded national and international fellowships. A faith-based 
institution looks at the percent of its graduates who report attending church regularly. Our 
standard on Integrity, Transparency, and Public Disclosure includes the requirement for 
institutions to make available information that will help prospective students and their families 
decide if the institution is a good fit for the student’s aspirations. 
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As with K-12 education, there is no single measure of success, there is no bright line that can 
assure quality. In higher education, accreditation provides a process to identify, collect, and 
analyze a rich array of quantitative and qualitative data and put it into the framework of mission, 
student body, and local context. Our Commission uses a set-of Data First forms that both-require 
consistent information from all institutions and make provision for institution-specifie metrics 
related to mission. WSCUC, WASC Senior College and University Commission, the regional 
accreditor for four-year institutions in California and Hawaii, has produced a Graduation Rate 
Dashboard, a measure of absolute creation rate and credit redemption to complement IPDEDS; it 
incorporates trend and comparison information to help institutions understand outcomes in the 
context of their own past performance and of other institutions’ results. ACCJC, the Accrediting 
Commission for Community and Junior Colleges, the regional accreditor for two-year 
institutions in California and Hawaii, asks institutions to report annual three-year trends in areas 
such as certificates and degrees awarded, transfer rates to four-year institutions, licensure 
passage rates, and employment rates for career/technical graduates. Institutions are asked to 
compare their aspirational goals with actual numbers and comment on significant findings. 


With respect to the reauthorization of HEA, I, along with my regional colleagues, have been. 
closely following Congressional efforts, including reviewing the separate proposals put forth by 
Democrats and Republicans last year. 


In both of these bills, the PROSPER Act and the AIM Higher Act, there are provisions in both 
we find appropriate. In particular, we appreciate the provisions to maintain the centrality of peer 
review. The 30,000 volunteers who participate in accreditation each year provide a level of 
expertise and a reasonable cost structure that could not be duplicated in any other system. 


We hope that under a re-authorized Higher Education Act, regional accreditation'can continue to 
fulfill its dual responsibilities of quality assurance for the public and quality improvement for 
institutions. 


We believe in allowing for more flexibility and innovation in the HEA so that institutions can 
focus on outcomes that matter most to their students, workforce partners, and communities. 
These are challenging times in higher education, and we hope that the re-authorization includes 
provision for accreditors to innovate and experiment to ensure it remains a robust and responsive 
member of the triad, dealing with issues and challenges that may not yet be before us. 
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Chairwoman DAVIS. Thank you very much, Dr. Brittingham, 
and all of you for your testimony. 

And we are going to turn to our question and answer session now 
where all members have a chance to really engage in these issues. 
And, as I was saying to our witnesses earlier, kind of a dry subject 
and yet, you know, we know how critical, how important it is, and 
all of us—you know, we don’t live in that world, and so trying to 
really understand the complexity, where the problems lie and 
where we can really have an effect. 

So I wanted to begin that under the 5 minute rule of course. I 
will start, followed by the ranking member. 

And I will recognize myself for 5 minutes. 

Mr. Ortega, I am going turn to you first. It is my understanding, 
and I think you have mentioned this in your testimony as well, 
that state approval can vary by sector. We understand that. But 
also, some states make public institutions meet a higher bar than 
for-profit colleges. Why is that? 

Mr. ORTEGA. So one thing to keep in mind is when you move 
toward—oh, I think I—no problem—one thing to keep in mind is 
when we think about the state authorization process, particularly 
when it relates to the traditional sector of higher education, versus 
the for-profit emerging sector, one of them has been around for a 
longer time. So you have been able to sort of develop processes that 
are tied to a number of things that create legitimacy at the institu- 
tion. 

Within the for-profit sector you have got new processes that are 
emerging all the time, new lessons that we are learning with re- 
gard to behaviors and practices at the institutions. And so one of 
them is not as fully developed. 

If you think about it that way, I think the process is more rig- 
orous as it stands now, but it is becoming in some places, you are 
developing some standards for how you could be more effective. But 
I would say the process is different. In some ways it is inhibited 
by the prescribed roles of how we work with regards to quality as- 
surance and accountability. But I would be remiss if I didn’t say 
that in some cases states have sort of punted on quality assurance 
and determinations of quality and accountability for institutions, to 
folks like the accreditors. And I think that is something that needs 
to be improved. 

Chairwoman DAVIS. Yes, and looked at. Thank you. I appreciate 
that. I mean given that they actually do engage more, have more 
oversight over public and nonprofit institutions, the Federal Gov- 
ernment then, perhaps—and I guess in our discussion—needs to 
step in with additional oversight of the for-profit institutions, be- 
cause otherwise, as you said, it is not happening, or it is not hap- 
pening soon enough. 

I wanted to ask unanimous consent right now to just enter into 
the record a letter from the Century Foundation explaining the 
need to have different accountability standards for institutions 
seeking to profit off of our students. And, if there is no objection, 
I will submit that for the record. 

So ordered. 

So despite the need for increased oversight of for-profit institu- 
tions, the Department, under this Administration, has actually 
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stepped away from implementing regulations such as gainful em- 
ployment and ensuring that risky institutions provide sufficient fi- 
nancial surety to protect taxpayers. 

Given the void that has been left by the Department of Over- 
sight, State attorneys general in some cases have actually stepped 
in to fill this role. 

So if I could turn to you again, Mr. Ortega, just, you know, can 
you tell us about how your state AG supports oversight and en- 
forcement in the higher ed space. 

Mr. ORTEGA. Sure. Consumer protections have become ex- 
tremely important at the state level. Credit recovery is one of the 
areas that has grown increasingly important in our state. This is 
making sure that the credits that students have earned are in 
some way protected and held on to. You would be surprised how 
many of those documents over time have just gone missing in some 
cases. 

And so moving in that direction is something that we have been 
thinking about significantly. Tuition recovery is another effort in 
Pennsylvania that we have been looking at closely, working with 
members of the general assembly, the State Attorney General, 
other folks who are vested in making sure that students are pro- 
tected, and whatever behaviors are happening out in the system, 
they don’t put the students and their families at risk. 

Chairwoman DAVIS. And the authorizers working hand in hand 
with State AGs, is that something as well? I mean that is where 
that need has to come in. 

Mr. ORTEGA. In many cases that is where it—because of the 
pressure coming into the Attorney General as folks raise more law- 
suits—but I think truly it is emanating from a number of areas, 
including really good partnerships that currently exist between 
states and new emerging players, especially as they are trying to 
get better organized to ensure the quality of the entire system of 
higher education. You have folks who are stepping up thinking that 
these are things that should be prioritized. 

Chairwoman DAVIS. And what about working with accreditors 
as well? The state role in that? You had mentioned that they can’t 
be the sole arbiters of quality, but—my time is going to run out in 
about 2 seconds. I want to just have a few issues that you could 
address there. 

What do you think the minimum standards that we should be re- 
quiring states to adopt and what about the collaboration, can it be 
improved? 

Mr. ORTEGA. Sure, sure. And the state higher education asso- 
ciation for executive officers has done a really good job in bridging 
those conversations. I think more players have to come into the 
table in those discussions. I think there is an understanding of 
sharing that responsibility of accountability and I think we are be- 
ginning to see more movement in that area. 

If I may, I think the Federal Government does play a significant 
role in nudging that along further. 

Chairwoman DAVIS. And why doesn’t it happen more? 

Mr. ORTEGA. It is a good question. I am not exactly sure. I 
think it is just the newness, maybe sometimes the aversion to tak- 
ing on a little bit of risk, but I see some movement that maybe— 
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Chairwoman DAVIS. Thank you. Thank you. We can perhaps get 
at a little bit more of that as we go on. 

And I want to now recognize the ranking member for his ques- 
tions. 

Mr. SMUCKER. Thank you. I would like to thank all the wit- 
nesses for their testimony. 

Secretary Ortega, good to have you here. Always a pleasure to 
have an expert from Pennsylvania to highlight the great system of 
higher education that we have in the state— 

Mr. ORTEGA. I appreciate it— 

Mr. SMUCKER. So I appreciate the strides that we are making 
in the state to hold institutions accountable and to set students up 
for success. So thank you— 

Mr. ORTEGA. You are welcome— 

Mr. SMUCKER. I do have a question. Postsecondary education 
is changing— 

Mr. ORTEGA. Sure— 

Mr. SMUCKER. People are learning throughout their entire life- 
time. So I would like to have you discuss how we think about that, 
the lifelong nature of postsecondary education, and also how Penn- 
sylvania is relying on our institution of higher education to pro- 
mote career readiness and success. 

Mr. ORTEGA. Sure, sure. And so I think it is important, and we 
have seen this movement across a number of states, for folks to 
buy into the fact that the economic vitality, the social vitality, all 
the outcomes associated with postsecondary educational attainment 
are really important in terms of ensuring that folks are productive 
citizens in the state. So Pennsylvania has really doubled down on 
its investments in education in general, including post-secondary 
education, which is a really, really great thing to hear from me as 
the Deputy Secretary in Higher Education. 

It is important that we also understand that in terms of being 
able to both attract new folks, especially business and industry, to 
come into the state, lots of the frameworks around how this could 
be done is focused on emphasizing the importance of postsecondary 
education. So in many ways that has happened. It has moved even 
further along. I think that in Pennsylvania they have dem- 
onstrated, as have other states, the importance of sort of cradle to 
the grave strategies. Putting postsecondary or career pathways in 
place early on to make sure that more folks go into some sort of 
postsecondary opportunity. All these efforts in some way elevate 
the importance of making sure that when folks do enter the post- 
secondary pathway of their choice, that they enter something that 
is emphasizing high quality and rigor in the postsecondary oppor- 
tunities to make sure that folks who exit have the skills needed to 
do well in particular areas, but also continue to promote sort of the 
wellbeing and vitality of the postsecondary structure— 

Mr. SMUCKER. Thank you— 

Mr. ORTEGA. Thank you— 

Mr. SMUCKER. Dr. Brittingham, I believe that innovation, for 
instance, competency-based education, can be a factor in driving 
down the cost of college for today’s students. 
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Do you believe that the Federal Government constricts your abil- 
ity to allow your member institutions to test new methods of deliv- 
ering education? Do you think we constrict that? 

Ms. BRITTINGHAM. I think it is important to have some safe- 
guards there, but I think speaking for New England at least, our 
institutions are continuously innovating and we look forward to 
that. The largest institution in New England, Southern New 
Hampshire University, has a very large online program and a sig- 
nificant direct assessment competency-based program that is a very 
important and fascinating innovation that came along. Our com- 
mission met together with the president of Southern New Hamp- 
shire to learn about what they were doing. They prepared an excel- 
lent substantive change in term of our report for approval of that. 
And Southern New Hampshire recently had its comprehensive 
evaluation, and the team and the commission were impressed with 
the success there. 

Mr. SMUCKER. Is there anything we should be considering as 
we are looking at reauthorization to allow more innovation by insti- 
tutions? 

Ms. BRITTINGHAM. I think that is a great question. And part 
of the problem is that often times I think we try to solve the prob- 
lems that are in front of us and it is hard to anticipate what is 
going to be coming down the line. So I am hoping that the Higher 
Education Act has room for institutions and accreditors to experi- 
ment, again, with some safeguards there to make sure that those 
experiments are looked at. I think often the experimental programs 
at the Department are good efforts, but there hasn’t always been 
an effort to go back and look and see what have we learned there, 
what has worked, what hasn’t worked. So I think we need it on 
both ends. 

Mr. SMUCKER. Thank you. I will try one more question. 

Ms. Emrey-Arras, I am concerned about the extent to which the 
current financial composite score fails to capture an institution’s 
true fiscal capacity, but I am equally concerned about mandating 
a fix within the HEA. 

What can Congress or the Department do to update the financial 
composite score measurement to account for future accounting 
practices while still protecting taxpayer funds? 

Ms. EMREY-ARRAS. We also believe that the Department needs 
some discretion in how to set the composite scores. So we were pur- 
posely not prescriptive when we recommended that they update the 
scores. So we didn’t say you need to do A, B, C, D, E, F, G, we said 
you just need to make sure that you update it so it can more accu- 
rately reflect the financial health of schools. So we would leave that 
to the Department. 

Mr. SMUCKER. Thank you. 

Chairwoman DAVIS. Thank you very much. 

And we are pleased that both the chairman of Ed & Labor and 
the ranking member are both here to ask questions. I am going to 
start with Mr. Scott and then we will turn to the ranking member. 

Mr. SCOTT. Thank you, Madam Chair. 

Dr. Brittingham, who in the triad should review the costs of edu- 
cation? Some of the schools are charging tuitions that I think by 
any measure are unreasonably high. 
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Ms. BRITTINGHAM. I think we all have some responsibility in 
that regard. And I think part of what we need to look at is the pub- 
lished cost and the actual cost that students pay and see the extent 
to which our colleges and universities are able to enroll students 
along the economic spectrum and have costs that leave them with 
debt that is manageable after they graduate. 

Mr. SCOTT. Is that something the accreditors are looking at? 

Ms. BRITTINGHAM. I will speak for New England, we do not 
look directly at costs, but we do look—we look every year at loan 
default, and this past year we have also started looking at loan re- 
payment rates. And we have set cut scores for institutions to sub- 
mit reports if their loan repayment rates are below a certain level. 
So it is something that we have been doing. We have looked at loan 
default rates for 6 or 7 years and ask institutions to report on what 
they are doing to lower the loan default rate. 

Mr. SCOTT. Thank you. And can you say a word about the—im- 
portance of using the credit hour as a measure for student aid and 
also how that would affect someone taking remedial courses? 

Ms. BRITTINGHAM. Yes, thank you. I think the credit hour is, 
it is certainly an imperfect measure, but it is the only currency we 
have right now. We know that three credits should represent more 
learning than one credit, and we know that a course offered at the 
400 level should be more advanced than a course offered at the 100 
level. I think someone else would probably be better than I am to 
talk about credits and remedial, but I know a lot of our institutions 
are looking at having experiences that happen alongside credit 
bearing courses so that students don’t get stuck in remedial courses 
where they get discouraged and use up their Federal financial aid 
too quickly. 

Mr. SCOTT. Thank you. 

Ms. Emrey-Arras, you mentioned Cohort Default Rate reform. 
What does that look like? 

Ms. EMREY-ARRAS. We would recommend that the Congress 
consider a legislative fix to the metric. We think that the metric 
is currently being gamed by schools and the consultants that they 
hire, and that it needs to change. 

Mr. SCOTT. Change to what? 

Ms. EMREY-ARRAS. Change to something that doesn’t allow 
schools and their consultants to put borrowers into long-term for- 
bearance, which means that they are racking up interest while not 
making any payments and then defaulting often in the fourth year 
after schools are no longer held accountable. 

Mr. SCOTT. Do you mean that if they are in forbearance that 
wouldn’t count as the 3-years? 

Ms. EMREY-ARRAS. There are a variety of ways of fixing it, but 
I think one proposal is to think about not allowing schools to ex- 
empt these students during that time period. 

Mr. SCOTT. Thank you. 

Professor Hillman, on distant learning, why is it important to 
have regular and substantive interaction with instructors and what 
would happen if you got rid of those regulations? 

Mr. HILLMAN. For distance education, the work that I am fa- 
miliar with consistently shows—let me preface it by saying the re- 
search takes a while to produce and the innovation in this space 
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happens a lot more quickly than the research, so we have sort of 
a lag there. But the research I am familiar with, that is the higher 
standards that I would say, consistently finds that distance edu- 
cation works well for students who are really well prepared, like 
Georgia Tech students who are doing master’s degrees in computer 
science. There is a study showing it works well for them, and you 
would think that is probably right, that is the student who it works 
well for. 

The other end of the spectrum, commuter students and students 
of color, generally tend to struggle when it is just an online pres- 
ence of a course. And so when there is the face to face contact, 
there is a little bump there. I think there is a lot of research still 
to go to really disentangle all of this. 

But I would say though, to answer the—so what here is—is that 
it is incredibly important to have that contact with the faculty 
member, a professor. To have faculty members and students inter- 
acting and learning together is critical. 

Mr. SCOTT. And if you got rid of that regulation, what do you 
think would happen? 

Mr. HILLMAN. Well, I could speculate, but I don’t see a lot of 
upside. I think it would probably disproportionately have negative 
effects on a lot of our most marginalized students in the first place. 
Mr. SCOTT. Thank you. 

I yield back. 

Chairwoman DAVIS. Thank you. 

Now I turn to Ms. Stefanik. 

Ms. STEFANIK. Thank you, Chairwoman Davis. 

Mr. Ortega, as we know, the student bodies on our campuses 
have changed dramatically over the last decade. The traditional 
first time, full-time student is now the minority on campus. 

Increasingly in my district, we are seeing students come back to 
college or career and technical training to retool and change their 
careers in response to the changing needs of their families and also 
in response to the jobs available in their local economy. One of the 
reasons this is happening is because our regional economies are be- 
coming more diverse and specialized. Many states, including New 
York, where I am from, are looking to increase job placement in 
key areas of growth and need. 

You discussed in your testimony how states are looking to hold 
institutions accountable for the performance of specific student sub- 
groups in meeting the state’s postsecondary education or career 
goals. What do some of these efforts look like in practice, and how 
are states taking into account the unique mission and capacity of 
each institution and the local community? 

Mr. ORTEGA. Sure. And so I think that is one of the situations 
where states are positioned advantageously with regard to being 
able to make those determinations. In Pennsylvania, specifically, it 
begins by the way that we go about making meaning of the data 
that is presented to us. So making sure that when something is put 
up front in terms of a postsecondary educational attainment goal, 
what does that mean for all the subgroups involved, new and 
emerging, some of them, many of them that we have yet to even 
move to discover, what does that mean for each one of those groups 


57 


in relation to the overarching goal. Which is something that we are 
seeing move at a number of different states. 

With regard to the system, we are really taking a step back to 
say what was the system’s original mission and who was it set up 
to serve. So the whole idea that you have some institutions that 
serve a particular group of students, in some cases, I am going to 
use the example the University of Pennsylvania and the students 
who enroll there, but we all have a comprehensive state system 
that is supposed to serve a lot of the underserved communities and 
making sure that mission continues to be elevated and not 
conflated with sort of aspirational tendencies that we have to make 
sure that we treat the system all as one. 

And so those are some of the things that are happening. Also, 
understanding that when we talk about postsecondary attainment 
that it should be inclusive of all the pathways that are available 
for students at the moment when they need them. 

And these are the ways that we have begun to sort of reframe 
the narrative, so—that way it captures a wider group of folks who 
have aspirations for postsecondary success as well. 

Ms. STEFANIK. Thank you very much. 

I yield back. 

Chairwoman DAVIS. Thank you. 

Mr. COURTNEY. 

Mr. COURTNEY. Thank you, Madam Chairwoman, for holding 
this hearing and, again, one of the important steps toward getting 
a new higher education reauthorization. 

The issue regarding transparency and accountability for for-prof- 
it institutions in particular, again, is critical for one population— 
that I think a lot of us have heard about your work on the per- 
sonnel subcommittee and the House Armed Services Committee, 
my friend, Mr. Takano, chairs the veterans committee—is the vet- 
erans population. Holly Petraeus, the wife of four-star General 
David Petraeus, testified before the Consumer Financial Protection 
Bureau back in 2012, where she said that for-profit institutions 
“see service members as nothing more than dollar signs in uni- 
form.” This morning we have a letter from the Veterans Education 
Success and Student Veterans of America, which again I would ask 
to be submitted to the record, again saying how important some of 
the issues that we are talking about this morning in terms of a 
new higher education bill is critical to veterans so that their post- 
9/11 GI Bill benefits are not going to be squandered. I ask that it 
be entered into the record. 

Chairwoman DAVIS. Without objection. 

Mr. COURTNEY. As well as two letters, comments that were 
submitted to the Department of Education and the Department of 
Veterans Affairs back in 2017 regarding the weakening of the Bor- 
rower Defense Rule in the Gainful Employment Standards, again, 
signed by over 30 veteran services organizations, as well as a letter 
to the VA regarding the inspector general’s report at the VA that 
showed that the lack of enforcement on deceptive advertising and 
recruiting by for-profit colleges would squander about $2.3 billion 
over the next 5 years. 

And again I would ask that those be submitted for the record. 

Chairwoman DAVIS. Without objection. 
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Mr. COURTNEY. So, obviously, an issue that we struggled with 
back in 2008, the last time the higher ed bill was authorized, was 
the 90-10 rule, which again basically says that at least 10 percent 
of the revenue going into for-profits has to be non Title IV moneys, 
Stafford loans, Pell Grant loans. However, the GI Bill benefits were 
not treated as government funds under that 90-10 rule, which is 
again one of the reasons why I think Mrs. Petraeus, you know, 
noted that the GI Bill is like a magnet for for-profit institutions be- 
cause that counts toward the 10 percent in the 90-10 rule. 

I just would ask the witnesses to go down the desk here, just 
about whether it is time to treat those government funds in the 
post 9/11 GI Bill as in fact part of the government funding that the 
90-10 rule was intended so that there would be actually real pri- 
vate dollars and market-based investment in the for-profit institu- 
tions. 

And I would start with you, Professor Hillman. 

Mr. HILLMAN. It makes me think of two things in response. 
One would be the origins of this discussion. It happened in the 
1940’s with the GI Bill originally and how colleges would take ad- 
vantage of students then and there were then lessons learned 
through time that got incorporated into the Higher Education Act. 
So this history is repeating in many ways. 

But I think though the second pes is that the 90-10 rule as I 
understand it ensures that colleges have a diverse array of revenue 
streams, and I think this differential accountability is really impor- 
tant because, for example, the state public universities have the 
full backing of the state, and so to have a diverse revenue stream 
especially important in this particular sector. 

Ms. EMREY-ARRAS. Although we haven’t done work specific to 
this issue that you raise, I would point out that we have done work 
looking at the experience of veterans using their GI Bill benefits. 
And we did a representative sample a number of years ago that 
found that many of them felt pressured, harassed, by school re- 
cruiters and felt that they were given misleading information. 

Mr. ORTEGA. More closely that we can tie funding to ensuring 
that we have consumer protections in place to protect vulnerable 
populations to me is a very important step to take in any of the 
recommendations that we put forward. I do feel that in large part 
it is necessary for institutions who are operating in the states to 
look for ways to be able to recruit and offset costs for students. And 
so I feel like more and more, as more players enter the field, the 
more we have to think about putting things in place, a protection. 
And if that means coupling things in policy, then I think it is some- 
thing that we should certainly consider. 

Ms. EMREY-ARRAS. This is not something that our commission 
has dealt with directly, but I will say that the ability of any institu- 
tion or enterprise to attract people who will pay some of their own 
money to attend I think is an important indicator of quality. 

Mr. COURTNEY. Great. Well, thank you. Again, this was a 
struggle in ‘08 and your testimony this morning I think will help 
us make sure that we really have to rebalance that formula so that 
it achieves the goal that, again, that Professor Hillman described 
back in the origins of the GI Bill. 

I yield back. 


59 


Chairwoman DAVIS. Thank you. 

Mr. TIMMONS. 

Mr. TIMMONS. Thank you, Ms. Chairwoman, and thank you to 
the distinguished panel for taking the time to come before the com- 
mittee. 

First question is for Dr. Hillman. Your testimony notes the 
shocking number of borrowers who default within the first 5 years 
of entering repayment. And one correlation of high default rates is 
low graduation rates. 

How much emphasis should each member of the triad put on 
considering college completion rates in order to improve account- 
ability to students and taxpayers? 

Mr. HILLMAN. That is a great question. I mean college comple- 
tion is central to not just the ability to repay a loan, but also for 
students to take full advantage of their full education and thrive. 
So I think completion certainly plays an important role here. 

I think to me, from the research perspective, I really want to dis- 
entangle the sort of causes of default. Like we don’t know enough 
about sort of the mechanisms that cause a student to default in the 
first place. In the ‘80’s there is some research saying that default 
was a preexisting condition that institutions weren’t responsible 
whatsoever, that students were just going to default anyway. And 
I think that the consensus now is that is not the case, that there 
are mechanisms along the way that can help students know how 
to manage their debts better, but also be well prepared for a career 
that can also pay off. 

So all of those are entangled. I think part of it is financial lit- 
eracy, part of it is resources of campuses to be able to deliver high 
quality education, and part of it is the local context of labor mar- 
kets. Labor market discriminations that sometimes are outside the 
control of institutions. So it is tricky. 

Mr. TIMMONS. Thank you, thank you. 

Mr. Ortega, it is my understanding that Pennsylvania is cur- 
rently implementing performance-based funding for new dollars in- 
vested into the system. What outcomes are you measuring and 
what was the reason the general assembly moved to this funding 
model? And how are institutions reacting to the new policy? And 
what will the ultimate impact be on students? 

Mr. ORTEGA. Sure. So as I move into the answer, I just want 
to preface it by saying that there has been some changeover in the 
state system from time to time with regard to leadership, which I 
think influences some of the direction that this takes. 

But in terms of what outcomes are being looked at more closely, 
in exchange for flexibility for institutions to be able to implement 
enrollment strategies, there is a need to make sure that in doing 
so, particularly when they are making changes around tuition, et 
cetera, that they are held accountable for student success goals. 
And in some ways this is a way to privilege and make sure that 
institutions think about this more effectively. 

If I can sort of circle back to the question that you asked to Dr. 
Hillman before, it seems that as we go through the different phases 
of postsecondary access, we are in a phase now that is sort of re- 
sponding to an increase of influx of new students coming into the 
system. And so in some ways we are now moving to better under- 
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standing the completion agenda. This is not to suggest that it was 
not something that was handled before, but this is becoming ex- 
tremely important and something that most institutions need to 
move more toward prioritizing. In some ways the diminished pool 
of students available to go into postsecondary education, high de- 
fault rates, rising tuition costs, means that folks who come in and 
express some motivation and interest need to be pushed to comple- 
tion. 

So the performance funding really privileged that aspect of it, in- 
cluding how institutions are tying strategies on how they are 
spending their money to the mission that has been stated for the 
system at large. 

ae those are two examples of some of the things that come out 
of this 

Mr. TIMMONS. Thank you. 

And my last question is for Dr. Brittingham. One of the com- 
plaints Members of Congress often hear from their institutions is 
that accreditation takes a lot of time and is unnecessarily costly. 
How do you respond to that? 

Ms. BRITTINGHAM. I think a lot of what accreditation asks in- 
stitutions to do is to compile and analyze things that they should 
be doing along the way. So I think some of the cost studies that 
I have seen, it is not clear that they represent the actual cost of 
preparing for accreditation as they do also representing the cost of 
things that feed into accreditation. And I will use the institutional 
research office as an example. That is something that every institu- 
tion should have good capacity for. 

I think also the volunteer structure of accreditation keeps the 
overall cost much lower than it would be any other way. An inspec- 
tion system, like is run in some other countries, where the people 
who do the actual visits and looking are paid civil servants, is in- 
herently going to be much more expensive than a volunteer system 
of peer review. 

Mr. TIMMONS. Sure. Thank you. 

I yield back, Ms. Chairwoman. 

Chairwoman DAVIS. Thank you. 

Mr. TAKANO. 

Mr. TAKANO. Thank you, Madam Chair. 

In August 2017 the GAO released a report examining how the 
Department of Education assesses the financial health of for-profit 
and private nonprofit institutions in the wake of multiple abrupt 
closures of larger for-profit chains. 

In 2015 Corinthian Colleges, Inc. abruptly shut down leaving 
about 16,000 students without many options to finish their degrees 
and with large amounts of debt. Many of those students, I would 
like to add, are still waiting for the loan relief that they are enti- 
tled to under the borrower defense rule, which this Administration 
was ordered to implement by a Federal Judge in October 2018. And 
yet we have seen virtually no progress. 

Ms. Emrey-Arras, how did Corinthian Colleges, Inc. manipulate 
its com pOnite score to avoid sanctions from the Department of Edu- 
cation? 

Ms. EMREY-ARRAS. So what they did was they took out mil- 
lions of dollars in short-term loans at the end of the fiscal year, in 
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one case it was the last day of the fiscal year, and then repaid it 
shortly thereafter at the beginning of the next fiscal year. But the 
beauty of it was that they classified this as long-term debt on their 
materials to education and that enabled them to boost their com- 
posite score and therefore avoid having to get a bank to issue them 
a letter of credit, which would have given the Department money 
ie help pay for some of the costs associated with those student 
oans. 

Mr. TAKANO. Oh, my goodness. Could the Department of Edu- 
cation improve the composite score to avoid this type of manipula- 
tion? And, if so, how? 

Ms. EMREY-ARRAS. Yes. We think that it can definitely do 
things to improve it. And I think dealing with a long-term debt 
issue is a significant way to do that. There are other issues with 
the score that are also faulty. I mean I think fundamentally this 
is an archaic composite score. It was created more than 20 years 
ago. Times have changed and the score has not kept up with, like 
bad actors, it has not kept up with changes in the financial indus- 
try, and the Department needs to update it. 

Mr. TAKANO. So is the Department open to these changes? 

Ms. EMREY-ARRAS. They have—they initially were not as open. 
Since we issued the recommendation, they have made some 
progress in trying to implement some changes, however they 
missed the regulatory deadline to create those changes and things 
are still as they were. There has been no fundamental shift in the 
score as of today. 

Mr. TAKANO. I am disappointed to hear that. 

Last year Representative Rosa DeLauro and I requested a GAO 
report investigating how institutions use consultants to manage the 
Cohort Default Rate, or CDR. The CDR is an important metric that 
ensures institutions do not have too many students defaulting on 
their student loans. And, as we know, student loan default has a 
disastrous consequence for a borrower, including damaging their 
credit, and in some cases leading to wage garnishment. 

Ms. Emrey-Arras, what did your report find about these consult- 
ants encouraging borrowers to enter into forbearance? 

Ms. EMREY-ARRAS. We found that for five of the nine consult- 
ants which served 800 schools, they were really focusing on pres- 
suring the borrowers to pick forbearance over other options that 
could have been better for them, like income driven repayment. 
And some of them did that in ways where they provided incomplete 
information to borrowers. 

So they might, for example, send an unsolicited letter to a bor- 
rower who is behind with only a forbearance application, nothing 
else. So it was clear that they were pushing one option. So it made 
it so that borrowers thought that they had only perhaps one choice 
to reconcile things. 

Mr. TAKANO. Why would consultants do this? 

Ms. EMREY-ARRAS. They had a financial incentive. They 
were—some of them were paid based on each account that they 
brought current, and doing a forbearance is very quick. They can 
do it in some cases in like 5 minutes over the phone, no docu- 
mentation, no application. 
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Mr. TAKANO. This sounds incredibly, a terrible system that 
really takes advantage of students to profit for the sake of profit. 

Why are some of the tactics these consultants use to encourage 
borrowers into forbearance? 

Ms. EMREY-ARRAS. Well, in addition to, you know, putting 
forth only a forbearance application, we found in one situation that 
a consultant was out and out, lying to borrowers. The consultant 
was telling them that they would lose their access to food stamps 
if they defaulted on their Federal student loan, which is just—it is 
not true. So that was a concern of ours. 

Mr. TAKANO. So, in 2017 the Dream Center purchased Argosy 
and a few other institutions from Education Management Corpora- 
tion. This required approval from accreditors and the Department 
of Education. 

Ms. Brittingham, why would accreditors approve this? 

Ms. BRITTINGHAM. I can’t speak to the specifics of that be- 
cause that happened in a different region. So I really don’t have 
a lot of information about that. I apologize. 

Mr. TAKANO. Okay. I yield back, Madam Chair. 

Chairwoman DAVIS. Thank you. 

Mr. GUTHRIE. 

Mr. GUTHRIE. Thank you very much, Madam Chair. Thank you 
all for being here. Sorry I am in another hearing as well, so going 
back and forth. 

My first question is for Professor Hillman. Dr. Hillman, I want 
to ensure students and families make informed decisions about 
their education. Student loan debt has surged to more than $1.4 
trillion, surpassing both auto loan and credit card. Unfortunately, 
many students enter into binding loan contracts without fully ap- 
preciating the gravity of the financial decision they are making and 
the consequences it will have on their futures. 

Last week, working with Chairman Elijah Cummings, I intro- 
duced the Net Price Calculator Improvement Act. And I plan—re- 
introducing the Empowering Students Through Enhanced Finan- 
cial Counseling Act. 

So in your experience at the University of Wisconsin-Madison’s 
financial aid office, which financial aid practices have been the 
most helpful for students in improving their financial decision- 
making? 

Mr. HILLMAN. Great question. I think two things come imme- 
diately to mind. The first is simplicity, focusing on simplicity. And 
so one thing that we did at the University of Wisconsin-Madison 
was we developed what we call Bucky’s tuition promise—Bucky is 
our mascot. Bucky’s tuition promise to assure the students from 
Wisconsin whose family income is less than a threshold—$56,000 
in this case—could be assured in a very simple way—you just have 
to meet that measure and get admitted—that you could have your 
tuition and fees covered by the University. And so that kind of 
commitment I think helps give students some degree of assurance 
that they need to know how much it is going to pay, at least on 
the tuition side of the house. 

A lot of non-tuition expenses, room, board, a number of other fac- 
tors here, that are hard to calculate ‘and hard to know. So this in- 
formation—so the point here is this better information is important 
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to sort of get the full scope of what else it takes to stay enrolled 
in college and succeed. 

But I would say though that the sort of complement to this, and 
the second point here, is that it is not enough to just provide that 
information, you have to also let people know about it, know how 
to navigate the system, and do so in a way that is extremely sup- 
portive and takes a proactive approach. 

And so just putting information out there is a necessary but in- 
sufficient condition here. 

Mr. GUTHRIE. Do you see students come in with like sticker 
shock? Not that you haven’t explained or let them know what, but 
they show up and when they are ready to go, we didn’t realize it 
was going to be this expensive. I mean, as they show up—I know 
they get all the information that you provide, how much you are 
going to—tuition, what the family is responsible for, those types of 
things, but then they show up and they still can seem to be kind 
of shocked, one, that it is a loan not a grant, after you have told— 
I mean after you have explained that. Do you see that? And how 
can we better explain that information? 

Mr. HILLMAN. You know, I think this is a fundamental chal- 
lenge of our sort of awkward economics of higher ed finance where 
you don’t often times know what you pay until you are through the 
system, and the longer you stay in school you got to do these sort 
of exchanges every year. So there is some volatility here that mat- 
ters. But at the same time I am not sure if I would say it was a 
shocker, just sort of, you know, sort of inconsistency with respect 
to how expensive it really is going to be. 

I guess the point here is that across the spectrum, folks are going 
to be wrong when they guess how much it costs, because you can’t 
always be precise. Your family situation changes, you have health 
emergencies, and whatever it might be, that could throw things off 
for you. 

And so I think there is going to be a degree of volatility here that 
is sort of baked into the system. 

Mr. GUTHRIE. Okay. Thanks. 

And so this is for Mr. Ortega. Following along the same lines as 
Dr. Hillman, what is Pennsylvania doing to help counsel students 
about Federal and state based opportunities and obligations? 

Mr. ORTEGA. Sure, sure. And so Pennsylvania is really invest- 
ing in making sure that, first of all, students are really financially 
literate in terms of being able to understand what it means to bor- 
row student loans, but also being able to distinguish early on the 
difference between need based aid that are grants, but also the dif- 
ference between scholarships, making sure that they are equipped 
responsibly. 

One of the interesting strategies is you move into support staff 
in the educator work force, who normally folks don’t think about. 
Counselors are a perfect example of how you could really begin in- 
tervening early on to provide students with this sort of 
foundational knowledge when they move to decisions. But also they 
are now looking into trying to create mandatory requirements 
around courses that students take at the secondary level, or the 
way that it is infused into the first year experience at institutions. 
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And so they are really trying to make sure that information is up 
front. 

We recently, like many states, passed what essentially is called 
a loan summary notification that is given to students every year 
informing them of the amount of debt that they have accumulated 
up until that point. Interested in figuring out when it goes in place 
how we can evaluate it to make sure it is achieving the outcomes. 
But the whole idea is how much how you can get to students, to 
them, that is not the technical language that you often receive 
when you go to borrow your first student loan. Something that is 
a lot simpler to understand. 

So, like Dr. Hillman, simplification as well. 

Mr. GUTHRIE. Okay. Thank you— 

Mr. ORTEGA. You are welcome— 

Mr. GUTHRIE. And I have used my time, so I yield back. 

Chairwoman DAVIS. Thank you. 

Mr. SABLAN. 

Mr. SABLAN. Thank you, Madam Chair, for holding today’s 
hearing. Good morning, everyone. 

I come from a district where we have a 2-year college and they 
do offer 2, 4-year degrees in education, and business administra- 
tion. But for the most part, many people in the work force already 
are taking online courses from—and I haven’t yet figured out how 
many are affected by the recent closing of Argosy. 

But, Dr. Hillman, thank you very much for your statement about 
the correlation of—where 29 states have data systems linking post- 
secondary education with K-12 in the work force—so making it dif- 
ficult for states to identify problems and solutions for their edu- 
cational needs. I am going to ask that question of our school sys- 
tem, if they have that. 

But, Ms. Emrey-Arras, if I have that correct. Do I have that cor- 
rect?— 

Ms. EMREY-ARRAS. Yes— 

Mr. SABLAN [continuing]. Let me ask you, because, you know, 
the use of consultants to game the system for many nonprofits, if 
that system, that game, is not available, how much worse do you 
think the problem is with for-profit colleges? 

Ms. EMREY-ARRAS. Well, default rates have been traditionally 
higher for for-profits. I would like to say though that we did find 
that it wasn’t just for profits that were hiring consultants. There 
were other sectors represented as well. And we think that the met- 
ric, the Cohort Default Rate, which is one of the government’s fun- 
damental ways of keeping the schools accountable and having them 
have skin in the game, is flawed, as demonstrated by our work. 
And we think it needs to change. 

Mr. SABLAN. Yes. Because, you know, as you stated in your tes- 
timony, although a relatively small number of schools close each 
year, these closures can affect tens of thousands of students and re- 
sult in hundreds of millions of dollars in financial losses for the 
Federal Government and taxpayers from unrepaid student loans. 

So say the consultants, the game consultants reform in—is taken 
out of the—how much more in disclosures and in terms of—if you 
could answer that, I would appreciate it. 
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Ms. EMREY-ARRAS. I would say that there would be more ac- 
countability and more financial controls for the Federal Govern- 
ment if the financial composite score was updated as we rec- 
ommended. Because right now, one of the key tools to help deal 
with closures is this bank letter of credit that schools need to pro- 
vide when they fail their composite score. And so if the composite 
score is being manipulated and schools are avoiding posting those 
letters of credit, then Education doesn’t have that sort of check to 
cash when a school goes under and, you know, then does not have 
like coverage for like potentially millions of dollars in student loan 
discharges— 

Mr. SABLAN. Yes— 

Ms. EMREY-ARRAS [continuing]. So I think one of the things 
that can be done is to really shore up that metric to make sure that 
the Department is able to accurately gauge the financial health of 
schools and then demand that schools who are failing the financial 
composite score post that letter of credit. And they have to post a 
minimum of 10 percent of their Federal student aid funds, but they 
can require more, depending on the circumstances. And that can be 
financially helpful for the Department to cover the cost of the clo- 
sures. 

Mr. SABLAN. Right. And I am actually—you know, I took note 
of your conversation with Mr. Takano in saying that it takes 5 min- 
utes sometimes for a consultant to get a letter of forbearance or 
that an institution would go to a bank and get a short-term note, 
loan and represent that in their balance sheet as a long-term debt. 
I mean that accountant’s license should be taken. 

My time is up. I do have questions that I will submit for the 
record. 

Thank you, everyone. Have a good morning. 

Chairwoman DAVIS. Thank you. 

Mr. GROTHMAN. 

Mr. GROTHMAN. Yes, first of all a question for Mr. Hillman. 
You talked about that Bucky’s promise and how you are making a 
promise depending upon the child’s family income, correct? How do 
they compute that family income? 

Mr. HILLMAN. I am sorry, I didn’t catch the— 

Mr. GROTHMAN. How do they compute the family income? 

Mr. HILLMAN. This is based off of adjusted gross income from 
the—off the tax forms. 

Mr. GROTHMAN. Okay. If a child’s parents are living together 
at home then you combine the income of mom and dad and they 
both count towards the income? 

Mr. HILLMAN. I could confirm, but so far as I understand, I 
think the answer is yes, but I can followup. 

Mr. GROTHMAN. Okay. And if the parents aren’t living to- 
gether, do you combine the family income? 

Mr. HILLMAN. That is a good question. Yes, I don’t know 
those—I can followup for sure and answer. 

Mr. GROTHMAN. Why don’t you find out? I would like to know. 
I just want to make sure we are not penalizing parents for staying 
together. So can you get back to me on that?— 

Mr. HILLMAN. Okay— 
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Okay. Now, Dr. Brittingham, as you know, dual enrollment class- 
es are becoming a bigger bigger thing in Wisconsin and nationwide. 
And one of the problems we have over time is credentialism for 
people who are teaching these students, correct? Are you aware of 
that problem? 

Ms. BRITTINGHAM. It’s something that we look at, that is 


right. 

Mr. GROTHMAN. Right. And dual enrollment is a tremendous 
thing. It allows people to get through college quicker, right? Kids 
who participate in dual enrollment classes have a tendency to do 
better, but there is a concern among both high schools and colleges 
affiliated with them, as you put more and more credentialism on 
some of these teachers, you begin to find a hard time finding the 
teachers to teach these classes. 

And I wondered if you could comment on that, or whether there 
is anything you think we can do about this. I mean, in my opinion, 
sometimes credentialism is meaningless, right, and it is a shame 
that people are dissuaded or they find it impossible to participate 
in these dual enrollment classes because of credentialism. It might 
not show a teacher is better. 

Do you have any comments on that or can you think of anything 
we can do about it? 

Ms. BRITTINGHAM. I am not sure what the long-term solution 
is. It is something that our commission looks at. I think there are 
variations in dual enrollment. And I think one of the things that 
is greatly needed is some kind of empirical study that follows up 
on these students. We have got sporadic studies, but we really 
don’t have a lot of information about where the students go, how 
many of the credits transfer, and can the dual enrollment be vali- 
dated by the student’s success in subsequent courses. So I think 
there is much more to do. 

That said, I think that students do benefit by having well quali- 
fied teachers and faculty members. And I think distance education 
offers us an opportunity to make sure that anybody who is teaching 
a college level class is prepared to do that. 

Mr. GROTHMAN. Will you agree that sometimes a master’s de- 
gree does not make you at all a better teacher? 

Ms. BRITTINGHAM. Yes, alas, I would agree with that. 

Mr. GROTHMAN. Yes. So do you think there is some way we 
can find alternative means of accreditation to make sure these kids 
are able to get into dual enrollment classes? 

Ms. BRITTINGHAM. Again, I think distance education offers us 
some great opportunities, both for students in high schools to take 
courses offered through distance education by the colleges in their 
community, and have teachers in the high schools work alongside 
them perhaps. It is a problem. 

Mr. GROTHMAN. Okay. Do you think it can be solved to a cer- 
tain extent by finding alternative credentialism for some of these 
teachers? 

Ms. BRITTINGHAM. I am not sure what you mean by alter- 
native credentials. 

Mr. GROTHMAN. Well, maybe credentials—I mean alternative 
accreditation. You know, if you could find a teacher being accred- 
ited. Maybe right now you are requiring a masters degree, but find- 
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ing some other way to say this is a good teacher even though they 
don’t have a master’s degree. 

Ms. BRITTINGHAM. There may be. I am not aware of anybody 
doing that right now. 

Mr. GROTHMAN. Do you think it would be a good thing to look 
into? 

Ms. BRITTINGHAM. Sure. 

Mr. GROTHMAN. Good. And I guess I will yield the remainder 
of my time. And I will look forward, Professor Hillman, to make 
sure that we are not discriminating against parents that stay to- 
gether. 

Chairwoman DAVIS. Okay. Thank you. 

Our next speaker is Ms. Bonamici. And after that we are going 
to take a break and come back probably around 12?—after the 
speech in the joint meeting with the Senate this afternoon. So if 
you could just—we will try and contact you. Be sure and have your 
contact numbers, Okay? Thank you so much. If you are able to stay 
with us, we appreciate that. 

Ms. Adams will be conducting the hearing at that time. 

Thank you. 

Ms. Bonamici? 

Ms. BONAMICI. Thank you. Thank you to the Chair and the 
ranking member and to all of our witnesses. 

I am glad we are discussing this important issue. I come to it 
with a consumer protection lens. I spent some time at the Federal 
Trade Commission and appreciate the role of consumer protection 
laws. 

The triad we talked about today, I want to focus on the role of 
the accreditors. Last year I expressed concern to the Department 
of Education following their decision to fully reinstate Federal rec- 
ognition of ACICS, the controversial accreditor that has now over- 
seen several of the largest collapses, including Corinthians, ITT 
Tech, ECA, the Education Corporation of America, and just last 
week Virginia International University, where they found unquali- 
fied teachers, which they had also found in 2010 and 2014, ramp- 
ant plagiarism, and patently deficient online classes. 

So these unscrupulous and unsound institutions take advantage 
of too many people here in our country who are trying to get ahead. 
And my concern, they have been allowed to operate as accredited 
schools for too long. Some of them shuttered without providing suf- 
ficient guidance to students who want to continue their education. 
In some cases the teach-out plan was a link to a website to another 
predatory for-profit college. 

So given the ability of ACICS to inflict so much harm on stu- 
dents I am concerned about the Department of Education’s attempt 
to provide more flexibility to accreditors and even less Federal 
oversight through the negotiated rulemaking process. 

Dr. Hillman, accreditors have consistently missed warning signs 
from for-profit colleges. I just mentioned a few, including financial 
issues, lawsuits, poor outcomes. Would you agree that accreditors 
need to take these warning signs more seriously during the process 
and our students equipped to judge the quality of institutions 
based on accreditation alone? What else should they be looking at? 


68 


Mr. HILLMAN. Yes. To respond to the question, and what else 
could they look at, I think there are examples of including those 
long-term loan repayment outcomes that also seem to be of interest 
to many accreditors. 

Ms. BONAMICI. Thank you. 

And also, Dr. Hillman, I noticed you recently published a book, 
“Accountability and Opportunity in Higher Education: the Civil 
Rights Dimension.” I chair the civil rights and human services sub- 
committee here in the Education & Labor Committee. So can you 
talk a little bit about—I haven’t had an opportunity to read your 
book—can you talk about what is the civil rights dimension and ac- 
countability and opportunity in higher education? 

Mr. HILLMAN. This book was co-edited with Gary Orfield, the 
director of the civil rights project at UCLA. And we convened a 
number of authors to write about, from different angles, how civil 
rights might be strengthened or eroded by our accountability poli- 
cies in higher education. And some of the examples that we illus- 
trate throughout the book is when we have accountability meas- 
ures that are poor measures of any sort of performance or any ac- 
countability that can sometimes disproportionately have negative 
effects for minority serving institutions and for students—serving 
low income students in some colleges. 

Ms. BONAMICI. And to followup, what have you found in the re- 
search—again on for-profit colleges there are some students who 
might enter one of these institutions and then actually be worse off 
after attending. What have you found about that in your research? 

Mr. HILLMAN. My review of the research is that there is good 
evidence that students who participate in certificate programs at 
for-profit colleges end up defaulting at extremely high rates, half 
I think are some of the estimates right now. But also that these 
effects last in many cases years and years and years into their life 
course. 

Ms. BONAMICI. So they have the debt but they don’t have the 
certificate or diploma. 

I want to move to Dr. Brittingham. Did I say that correctly? 
Something in your written testimony caught my attention and I 
want to followup on it, because I found it a bit concerning. You said 
in arts institution reports what percent of students make their liv- 
ing from their art. As someone who is a strong supporter of arts 
education, I know that many people who study in the arts don’t 
traditionally work in the arts, but they may use what they learned 
from studying in the arts, for example, to work for a tech company. 
Or around the corner there is today there’s an exhibit about inno- 
vation in footwear design. If somebody goes to work for a footwear 
company or a tech company, does that mean they didn’t get a good 
education at an art school? 

Ms. BRITTINGHAM. No, not at all. But I think because the mis- 
sion of the art school is to prepare students in art, it is one of the 
measures that they want to use. 

Art schools also do other interesting things. For example, we 
have one that has a relationship with a coding boot camp, so that 
students who want to pursue their art on something that may not 
necessarily pay very well, can have another way to make a living 
to supplement that. 
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So we see a lot of creativity there. 

Ms. BONAMICI. Terrific. Thank you. 

And I see my time is about to expire. I yield back. 

Thank you, Madam Chair. 

Chairwoman DAVIS. Thank you very much. I want to thank all 
of you for your presentations. There is a lot there for us to work 
on and you have provided some very valuable suggestions about 
ways to make some fixes, and on the other hand, maybe restruc- 
ture entirely to try and come up with something that is going to 
work better throughout. And particularly, I think, as you have 
heard, you know, the concern really is because of the numbers, be- 
cause of the data, that we want to be sure that students who are 
attending for-profit colleges are getting their money’s worth and 
the taxpayers are as well. 

So, thank you so much. 

As I said, after the joint session we will convene again and it 
should be, you know, in the neighborhood I think of around 12:15 
pm, so. 

Thank you very much. 

[Recess] 

Ms. ADAMS. 

[Presiding] I want to welcome everyone back to our hearing on 
strengthening accountability in higher education. Thank you all 
very much for joining us again. 

I want to now recognize Ranking Member Foxx. 

Ms. FOXX. Thank you, Madam Chairman. And I want to thank 
our witnesses for being here today. This is an issue that we are all 
very much concerned about and it is an issue that is getting a lot 
of attention. 

But I have to be honest, I have been very disappointed in what 
I have heard from my colleagues in what was supposed to be a bi- 
partisan hearing. So I would like to take a step back from all this 
partisan dialog here and remind my colleagues why we are here 
and why we are holding this hearing—at least why I thought we 
are having this hearing. 

I thought we were here for students. We want to make sure 
there is accountability in how institutions are serving students. It 
is too easy to group bunches of institutions together and say these 
schools aren’t serving students. But in reality, we are talking about 
people’s lives. Every student that isn’t served well is a life that is 
losing time, losing potential, losing its impact. That is why we are 
here. These individuals are the reason we should be here. And to 
sit here and grind a tired old ax against certain types of institu- 
tions you don’t like is just disgraceful. This should be a conversa- 
tion about all students, all institutions, all taxpayer dollars. 

We need to look at some stats. College X has a graduation rate 
of 44 percent and its graduates make an average of $34,600 after 
they graduate. College Y has a graduation rate of 10 percent and 
its graduates make an average of $28,700 after graduation. College 
Z has a graduation rate of 27 percent and its graduates make an 
average of $31,300 after graduation. In my examples, ECPI, a 2 
year for-profit is College X. Hudson Community College is a 2 year 
public school and that is College Y. And Savannah State University 
is a 4 year public. And if my colleagues on the other side of the 
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aisle want to talk about protecting taxpayer dollars, we should be 
talking about protecting all taxpayer dollars, which includes the 
approximately $50 billion a year public—public institutions across 
the country get from the hardworking taxpayers in their states in 
addition to the $76 billion taxpayer dollars at the Federal level. Ap- 
proximately 20 million lives are at stake here. And for a majority 
of this population, if they fail, the chances are small that they will 
ever try again. 

Therefore, it is really disappointing that my colleagues have 
spent the entire hearing talking about a sector that enrolls only ap- 
proximately 10 percent of the total population. 

I have said from the beginning of our process that postsecondary 
education systems are not serving students well. And that is what 
we need to be talking about in these hearings. And that is why we 
need comprehensive reform. 

I thought there was bipartisan agreement around the idea of 
wholesale reform, but I am now seeing that really that isn’t the 
case and that is a true shame. 

Dr. Brittingham, I would like to ask you a question. Can you pro- 
vide the committee with more information about how graduation, 
retention, loan default, and loan repayment rates will be used as 
part of your organization’s review process? Why did your agency 
decide to undertake this effort and what successes have you seen 
from it so far? To what extent are other crediting bodies beginning 
to use the student outcome metrics in their respective processes? 

Ms. BRITTINGHAM. Thank you. I think first of all, all of the re- 
gional accreditors use them but probably in somewhat different 
ways. Our commission has looked at financial information on loan 
defaults for probably 7 or 8 years now. We write institutions that 
meet a trigger that we have set that is far more conservative than 
the ones set by the Department and ask them to explain what they 
are doing to help lower the student default rate. 

The last couple of years we have started looking at student re- 
payment rates. You have heard before that student loan default 
rates can be “jiggered” shall we say, although I have no evidence 
that has happened at our institutions, but the loan repayment rate 
is cast in a more positive way because it means students are mak- 
ing at least minimum progress on repaying their loans. 

I see I have run out of time. Okay. And the rest was on retention 
and graduation rates. A couple of years ago the regional accreditors 
together decided to look at institutions with low graduation rates. 
So we looked at 2 year institutions that had 3 year graduation 
rates at or below 15 percent and 4 year institutions that had 6 year 
graduation rates at or below 25 percent. We each did it a little bit 
differently, which lets the approaches converge. You can find the 
report on our website, which is C-RAC.org, C-RAC.org. In New 
England we wrote each of those institutions, there were 28 of them, 
and we asked them to each write a short report explaining were 
the data correct, what else did they know about student retention 
and graduate rates, what were they doing to help improve those 
rates, what did they know about how effective that was, and what 
else were they planning to do. I think those were all very inform- 
ative. Almost all of them were community colleges and adult serv- 
ing public institutions. We had some followup with a couple of 
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them. We learned some things, including I would say the great im- 
portance of local institutional research capacity to help institutions 
understand where the students are having problems. 

Ms. FOXX. Thank you. And thank you, Madam Chairman, for 
your indulgence. 

Ms. ADAMS. Thank you very much. 

Let me just respond real quickly. Due in part to these differences 
in structure and incentives, for-profit colleges and institutions have 
consistently worse outcomes. For example, only about a quarter of 
students enrolled at for-profit colleges complete a bachelor’s degree 
within 6 years compared to 59 percent at public and 66 percent at 
nonprofits. Among students enrolled in 2 year programs, those at- 
tending for-profits are nearly 4 times as likely to default on their 
loans compared to their counterparts at community colleges. 

Let me now recognize Representative Jayapal. 

Ms. JAYAPAL. Thank you, Madam Chair. 

Last month I met with students from a for-profit college in my 
district called the Art Institute of Seattle. After 73 years in oper- 
ation, the school shut down just 2 weeks before the end of the 
quarter because Wall Street investors who had taken over its man- 
agement had suddenly decided it was no longer profitable. And I 
heard heartbreaking stories from multiple students who didn’t even 
know whether their credits would transfer. In most cases it sound- 
ed like they wouldn’t transfer, including one who was just seven 
credits short of a degree and had actually transferred from another 
investor owned school that also shut down abruptly. All of them 
are getting zero support from this Administration as they face the 
difficult decision between attempting to transfer or applying for a 
loan discharge for, in some cases, tens of thousands of dollars. In 
this case, and unfortunately in so many others, Federal student aid 
dollars have benefited the rich and the powerful more than they 
have helped students. 

So let me start, Dr. Hillman, with you. Nonprofit and public 
schools are required to spend all of their money towards education. 
Are for-profit schools different? 

Mr. HILLMAN. Yes, for two reasons. The first is the economics 
of nonprofit organizations have a non distribution constraint, so all 
the money has to go to the mission, not the shareholders. That is 
one. I think the second is more of an empirical one. When colleges 
spend more money on students, on student support services, they 
see positive outcomes. 

Ms. JAYAPAL. So in the case of for-profit entities, the interests 
of the shareholders are coming before the interests of the students. 
Would you agree with that? 

Mr. HILLMAN. I don’t think I would agree wholesale. I think 
that there is truth to that. 

Ms. JAYAPAL. Great. Thank you. And when profits—in my view, 
that is what I see happening, and I accept your answer—when 
profits come before students my concern is that the result is lower 
completion rates, higher default rates, and higher costs for com- 
parable public programs. So nationwide, just 9 percent of students 
attend a for-profit program, but the schools account for 34 percent 
of the students that default on student loans. 
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And what is more, data from the Federal Reserve Bank of New 
York’s research and statistics group and the National Bureau of 
Economic Research suggests that on average students attending 
for-profit programs earn no more than if they had attended no 
school at all. 

So given the very clear differences in cost outcomes and default 
rates between for-profit and public and nonprofit schools, does it 
make sense, Dr. Hillman, to have a one size fits all accountability 
system? Or does it make more sense for for-profits to undergo a 
higher level of scrutiny? 

Mr. HILLMAN. I think an answer to that would be it is going 
to depend on policy goals, first of all. But I would say that differen- 
tial accountability is a strength of the current system. I think that 
my understanding of a rationale for differential accountability is 
that in the public sector public colleges have the full faith and cred- 
it of their state. For example, they have oversight coming from 
other places and other governance agencies that are accountable to 
public and elected officials. And I don’t see the same governance 
structure in the for-profit sector. And I say that reason alone would 
warrant differential accountability. 

Ms. JAYAPAL. Thank you. I am particularly concerned about 
how the lack of accountability for for-profit colleges disproportion- 
ately affects people of color. So while black and Latino students 
make up 36 percent of all students enrolled in college, they actually 
make up more than half of undergraduates at for-profit colleges. So 
black and Latino students at for-profit colleges pay more than 
twice as much as they would to attend a public 2 year college and 
leave with $10,000 more debt on average. 

Dr. Hillman, how does the overrepresentation of students of color 
at for-profit institutions contribute to racial inequality and the 
wealth gap? 

Mr. HILLMAN. It certainly contributes. I think that those pro- 
portions that you just referenced are very important to keep in 
mind, both on the front end of the wealth inequality that requires 
particularly black families to borrow at higher rates than any other 
groups. And then it has downstream effects as well in terms of the 
fragility of the black middle class, as some of my colleagues, 
Fennaba Addo and Jason Houle, would say. So I would be happy 
to connect you with some folks who are doing really good research 
in this area. 

Ms. JAYAPAL. That would be great. 

And maybe in my last 40 seconds or so, if you could give me 
some sense of how we ensure that we are protecting all students 
that go to for-profit colleges that receive Federal aid, and particu- 
larly students of color, do you have suggestions for this committee 
around that? 

Mr. HILLMAN. I do. And I am happy to continue the conversa- 
tion. I think that two important ones I think are core here. One 
is thinking about the capacity and the sort of operations that hap- 
pen at a college. I think that different processes have different out- 
comes for students. And so caring about that matters. But I also 
think that getting measurements right, accountability measures 
right is also going to matter here. 
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Ms. JAYAPAL. Thank you. I so appreciate that. And, Madam 
Chair, I think we should be looking at whether this predatory in- 
dustry is deserving of Federal aid at all. 

Thank you. I yield back. 

Ms. ADAMS. Thank you. I went to recognize Representative 
Omar at this time. 

Ms. OMAR. Thank you, Chairwoman. 

So I just kind of wanted to follow with what my colleague sort 
of was reviving here. Dr. Hillman, you mentioned in your testi- 
mony that some colleges and universities conserve to reproduce and 
reinforce inequality. As my colleague alluded to, black students are 
three times more likely to complete a college degree program with- 
in 6 years at a public college compared to black students attending 
a nonprofit—for-profit college. Latino students 6 year graduation 
rates at public colleges are twice that of their peers at a for-profit 
college. Student debt outcomes for students attending these schools 
are worse as well. For-profit colleges account for more than one- 
third of all student loan defaults, which is 34 percent, even though 
students attending these schools make up only 9 percent of the 
total postsecondary enrollment. 

So I wanted to know, do you not agree that the Department of 
Education has a duty to protect the students and taxpayers from 
bad actors in higher education and that we should be holding some 
of these for-profit colleges accountable for their student success? 

Mr. HILLMAN. Yes. I think, to also qualify this, I think that 
even in the public and nonprofit sectors I would imagine they 
would say we would welcome accountability as well. So that con- 
text I hope is helpful. 

Ms. OMAR. It is. And I am just wondering what kind of account- 
ability measures do you think would be useful in holding some of 
these bad actors accountable? 

Mr. HILLMAN. That is a great question. I think that is one that 
is certainly on the table and I would love to explore options. I feel 
like there must be some things that are working well now that 
could maybe be enforced and maybe there are ideas that are hap- 
pening at the state level or in other places that could be incor- 
porated into some of the Federal responses. 

Ms. OMAR. Do you not agree that for-profit colleges dispropor- 
tionately prey on low income students and students of color? 

Mr. HILLMAN. I think there is good evidence that has hap- 
pened. And, again, I don’t think that wholesale I wouldn’t say that 
is the case across the board, but I would say there is certainly evi- 
dence to support that and I think that is a priority for students of 
color in particular and for consumer protection in general. 

Ms. OMAR. And do you not agree that Congress should ban all 
Federal funding to for-profit colleges or institutions where the gov- 
ernance and structure allows for a profit motive to affect institu- 
tional decisionmaking? 

Mr. HILLMAN. That is a great question. I think, again, you have 
got the policy goals of your committee to prioritize, but I would say 
there is a case to be made. 

Ms. OMAR. Students that enrolled in for-profit colleges that 
closed experienced falsified job placements statistics, low quality 
programs, and predatory lending practices. And so I would ask do 
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you not agree that these students should be awarded full and im- 
mediate student debt relief? 

Mr. HILLMAN. I think situations—it is going to be situational. 
But I think the spirit of that, yes, I would agree that is fair. 

Ms. OMAR. I appreciate that. We heard at the last hearing on 
college affordability that college degrees continue to be a great in- 
vestment for most students. However, there are distressing signs 
that some institutions and programs leave students with debt they 
can’t repay. The Obama Administration sought to protect con- 
sumers from such programs with its gainful employment regula- 
tions, which was finalized in 2014. That regulation set debt to 
earnings threshold that institutions had to meet and required dis- 
closures to ensure that prospective students know what they are 
getting for their money. 

Although the rule is still in effect this Education Department is 
no longer implementing that rule because it served a working rela- 
tionship with the Social Security Administration, the agency that 
provided the data after DeVos violated the Privacy Act last year. 

What can you tell us about these programs that leave students 
with unmanageable debt? 

Mr. HILLMAN. I think there are at least two ways to think 
about unmanageable debt. It is sometimes low levels of debt that 
really matter for students. And we might not think that $5,000 is 
a lot of debt, but it could be very unmanageable for families or in- 
dividuals. And just on the opposite end, it could be loads of debt 
that also is unmanageable. I think that in both cases there are con- 
cerns about downstream effects of this financing model that we 
have chosen to use in our higher ed system of having to be based 
on loans and credit. 

Ms. OMAR. Yes. So 98 percent of the failing programs were of- 
fered by for-profit colleges. And so when we are talking about pred- 
atory practices it is one that is concerning. And I hope that we will 
spend a little bit more time on this committee exploring that and 
figuring out how we hold these bad actors accountable and assure 
that students have access to the kind of education that they de- 
serve. 

Thank you and I yield back. 

Ms. ADAMS. Thank you. Thank you very much. 

I want to recognize Mrs. Lee now. 

Ms. LEE. Thank you, Madam Chair, and thank all of the wit- 
nesses for being here. 

As you know, we have this very pressing issue with for-profit col- 
leges that aggressively target veterans and their GI benefits, as 
was explained here earlier today with the 90-10 rule loophole. And 
this issue hits particularly close to home for me and my district 
and my state of Nevada. In fact, when I first came to Congress I 
had the unique privilege of bringing Sergeant Isaac Salvadar as my 
guest to the State of the Union. Sergeant Salvadar had served in 
the Marine Corps, he was deployed to both Afghanistan and Iraq, 
and now he helps other veterans stay active as a coordinator for 
Merging Vets program. 

But right after his military service he had returned to Vegas and 
enrolled in a for-profit college. When he was just three classes 
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away from graduating the institution closed, causing him to lose 
those 2 years of GI benefits. Very devastating. 

Dr. Hillman, I wanted to ask you, if we were to close this loop- 
hole, how would this impact institutions, but also how would it po- 
tentially help students, veterans like Isaac? 

Mr. HILLMAN. So good question. And I am not sure I have a 
full answer and I would be happy to followup. 

It seems though, my intuition would be that it would be bene- 
ficial in the long run for students to be at institutions that have 
a diversified revenue stream because I think that institutions 
might have incentives to serve students better when they have a 
wider range of revenue streams and people are accountable to. 

Ms. LEE. Thank you. So help me understand this. If these for- 
profit institutions, they have a fiduciary responsibility to their 
shareholders, not necessarily to the public. They are overwhelm- 
ingly reliant on Federal funds. So why would we let them continue 
on with business as usual? And then do you think there is any 
drawback for students in closing this loophole? 

Mr. HILLMAN. I would be happy to followup on that one as well. 
My instinct is to say that if the outcomes are desirable, and if they 
are getting good outcomes with that situation, then I would say 
maybe it would be less of a concern. 

Ms. LEE. As, you know, we have this conversation today about 
strengthening accountability, I think it is imperative that we em- 
phasize and highlight student outcomes and whether or not we are 
positioning our students for success. And along these lines, when 
we think of promoting students’ best interest in terms of trying to 
reduce higher debt burdens and default rates, I believe we have to 
assess the personal profit incentive of some of these privately held 
for-profit institutions. 

I mean, just as an example, the CEO of ITT Tech, now the 
defunct for-profit chain, earned nine times the salary of the presi- 
dent of Harvard University while relying on 100 percent of Federal 
aid programs for revenue. What are your recommendations or 
thoughts on requiring for-profit colleges to disclose salary incen- 
tives and other bonuses for leadership members at these compa- 
nies? 

Mr. HILLMAN. This is not something I have put much thought 
into. I don’t feel totally prepared to respond to that. 

Ms. LEE. Is there any other witness who would like to respond? 

No? Okay. Dr. Brittingham, in the past 6 months colleges owned 
be ECA, Vatterott Colleges, and the Dream Center closed leaving 
over 140,000 students stranded. In most cases the creditors over- 
seeing the institutions failed to secure teach-out agreements that 
would have provided these students options to transfer despite 
many of the warning signs. 

During the midst of the Dream Center closure I was deeply con- 
cerned regarding the status of the Las Vegas Art Institute, which 
affects many students in my district. Specifically, in the case of the 
Institute, that if it did close, where would these students go to re- 
sume their course of study. Many of these students have families 
and the question I keep thinking about is whether they would be 
able to find local institutions. Some accreditors have sought teach- 
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out plans which do not translate into anything meaningful for stu- 
dents without this agreement in place. 

Can you tell us what the appropriate point for an accreditor to 
request colleges to submit teach-out agreements is? 

Ms. BRITTINGHAM. I can tell you what we do. And I do want 
to take the opportunity to say that my colleagues and I are avail- 
able to any members of the committee and their staff if it would 
be helpful for us to come in and talk with you when we are in 
Washington. 

We were not directly involved in the Dream Center. We had one 
previous institution that was owned by EDMC and they decided to 
close it and taught it out all the way in the Boston area before. So 
I really can’t respond to that. 

I will respond when we have institutions that—if the commission 
has to ask them to show cause for probation or termination we will 
ask them to submit a teach-out plan, which is what would you do. 
And as things get worse we ask them for teach-out agreements. A 
good teach-out agreement takes some while to do. And so as your 
question suggests, you can’t wait until the minute to ask for the 
teach-out agreement. 

Ms. LEE. Great. Thank you. 

I yield. 

Ms. ADAMS. Thank you very much. 

I want to yield at this time to Representative Levin. You have 
5 minutes, sir. 

Mr. LEVIN. Thank you so much, Madam Chairwoman. And I 
thank all four of you for sticking with us. In retrospect maybe we 
should have invited you to get to watch the speech of Jens 
Stoltenberg, the Secretary General of NATO. That is why we left. 
And it was an inspiring shot of bipartisanship and we had a great 
time cheering for him. He gave a great speech. 

The Education Department, I think we all agree, has a duty to 
protect students and taxpayers from bad actors in higher education 
by holding institutions accountable for their students’ success. 

Under Secretary DeVos the Department has proposed several 
versions of regulations that would allow colleges to outsource huge 
swaths of programs to unaccredited, unaccountable providers. Al- 
though the Department’s most recent proposed changes set some 
sort of a threshold for the amount of instruction that can be 
outsourced to other entities, students could be paying to attend a 
university without even knowing that significant parts of their pro- 
grams are being provided by an unaccredited, unaccountable entity 
without any experience or expertise in teaching and learning. 

These unaccredited providers would not be subject to the few 
laws and rules that we do have to protect consumers. They could 
operate completely in the shadows without any of the transparency 
or accountability required of colleges and still access taxpayer dol- 
lars. 

This proposal sounds like a shell game, at least to me. 

Dr. Hillman, do you think this type of outsourcing might weaken 
or undermine the rules and framework Congress has put in place 
through the program integrity triad? 

Mr. HILLMAN. Yes. 
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Mr. LEVIN. Are you aware of this and, you know, what is your 
thought? 

Mr. HILLMAN. Yes. My understanding is that a key part of the 
triad is the accreditation process. And if that is— 

Mr. LEVIN. Right. 

Mr. HILLMAN. If that is taken off the table then, yes, there 
would be concerns about that as a professor. 

Mr. LEVIN. Accreditation decisions have significant con- 
sequences as to whether a school can continue to get Federal finan- 
cial aid. I worry that too often accreditors identify problems and 
raise concerns about institutions internally, only to leave students 
in the dark. 

In a distressing number of recent cases, some of which have been 
referenced by my colleagues here this morning and early this after- 
noon, it seems that accreditors and colleges know about dire finan- 
cial problems well before students do. 

So I wanted to ask you, Ms. Emrey-Arras, about this 2014 GAO 
report that looked at accreditors’ use of adverse actions. Do you 
find that accreditors commonly take action when a school has poor 
student outcomes? 

Ms. EMREY-ARRAS. No. We found no relationship actually be- 
tween the student outcomes and the sanctions, like terminations or 
probations, that accreditors took. So in contrast to the financial 
side of the house, where if a school had poor financial metrics, the 
accreditors were more likely to be on them with sanctions. There 
was no relationship when it came to the quality side of the house 
with student outcomes. 

Mr. LEVIN. So do you have recommendations for us on this? 

Ms. EMREY-ARRAS. We did have multiple recommendations in 
that report. I think one of the ones that remains open that the De- 
partment has not implemented is to actually look at that sanction 
data when it is in the process of recognizing accreditors, because 
that is valuable information that they can use to assess are 
accreditors doing their jobs. 

So if you have, for example, an accreditor that is only sanc- 
tioning, I don’t know, maybe 2 percent of their schools, it could 
raise questions about whether or not they are appropriately hold- 
ing schools accountable. 

So it is not the only piece of information to look at, but it is 
something definitely to be mindful of. 

Mr. LEVIN. Thank you. 

More than 30 states currently use some kind of performance 
based funding. These funding systems are designed to reward col- 
leges for achieving desired outcomes, like increasing the number of 
degrees awarded or achieving a high graduation rate. But they 
often fail to address underlying differences in resources, missions, 
and student bodies. 

Now, congressional Republicans in the Trump Administration 
are pushing a similar model at the Federal level through various 
risk sharing proposals. 

Dr. Hillman, I understand you have done a lot of research in this 
area. Can you tell us about the impact that performance based 
funding models have had on equity in higher education? 
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Mr. HILLMAN. Yes. On equity there are two things that come 
to mind. But I would preface all of this by saying there are 30 dif- 
ferent models, 30 different designs. It is going to vary from state 
to state and within state. 

Mr. LEVIN. Right. 

Mr. HILLMAN. But there are a couple of new very recent studies 
showing that colleges that have the most resources tend to be the 
colleges that get the most money from its funding model. So I am 
worried about sort of the rich getting richer in a sense in that 
space. 

And I am also concerned about some of the metrics that are used 
and whether or not they paint a fair picture of what happens in 
a lot of minority serving institutions and broad access colleges. 

Mr. LEVIN. Okay. Well, we would be very concerned if HBCs 
and others and community colleges and other schools that serve 
poor communities were—you know, lost out in this. 

So, all right. Well, I guess my time is up. 

Madam Chairwoman, thank you very much. I yield back. 

Ms. ADAMS. Thank you very much. 

I want to recognize Representative Trahan. 

Ms. TRAHAN. thank you, Madam Chair. 

Good afternoon. As students and their families prepare to enroll 
in college they face mounting costs without any guarantee on their 
return on investment. They are making one of the most expensive 
important decisions of their lives, but they have very little informa- 
tion to make an informed decision. 

Federal websites, like the College Scorecard, provide data for 
Federal financial aid recipients, but leave out students who go to 
college without debt. And Federal graduation rates consider only 
first time, full-time students, a measure of traditional students who 
represent a shrinking share of the student population. 

Mr. Hillman, how can the Federal Government provide better in- 
formation to students and their families so that they know what 
they can expect out of college before taking on tens of thousands 
of dollars in student debt? 

Mr. HILLMAN. One would be measures of not just averages but 
distributions I think is incredibly important when sharing informa- 
tion with students to say that it is—you know, your average income 
might be $30,000 but that distribution around it also really mat- 
ters. So I think that putting information out there that helps paint 
a very full picture is important, and especially when that informa- 
tion is disaggregated by race, class, gender, for example. 

I think that putting information out there alone serves an incred- 
ible value, but it also passively doesn’t do as much as it could when 
there is a proactive connection between a human and an advisor 
or a coach or something helping students make sense of that data 
or that information. 

Ms. TRAHAN. Does anybody else want to add anything to that? 
I know that—well, just in general, additional data that could be 
useful for students who are making decisions, you know, on where 
to go to college or what to study. 

Mr. ORTEGA. I am happy to provide a little bit more context, 
sort of from a state college access campaign perspective. 
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I think we have gotten really good at explaining to students what 
the transactional outcomes are from postsecondary education and 
often fail to take a step back to begin to think about how you can 
help them cultivate a successful postsecondary guidance plan as 
they move through K-12 and exit into postsecondary. We tend to 
elevate important careers in front of them, but we forget to explain 
all the details around becoming informed about all the necessary 
steps to take. 

And I think when we think about comprehensive guidance plan- 
ning in that way, from the state level, I think it puts students and 
family in a position to make better decisions. 

But I say that not wanting to put all the onus in educator profes- 
sionals in the K-12 space. I feel like gatekeeper folks from higher 
ed institutions need to play a very similar role and not just see 
their task as recruitment, application, yield, and enrollment, but 
more of a guidance, a counseling sort of role as they begin to re- 
cruit students, and particularly those that serve some of the his- 
torically underrepresented students as well. 

Ms. TRAHAN. Great. Thank you. 

One of my colleagues had mentioned that, you know, the edu- 
cation path has changed dramatically. Not everyone is going to a 
4 year college and signing up for this college experience. And so 
given that postsecondary students are changing, millions of college 
students are low income, students of color, working adults, care- 
givers, immigrants, et cetera, they don’t fit this traditional student 
mold, which is full-time, transitioning directly from high school to 
a 4 year university. It concerns me that states and accreditors are 
not held more accountable or doing enough to provide these types 
of students with their return on investment. 

And so I am wondering, Ms. Emrey-Arras, given these demo- 
graphic trends, what can the Federal Government do to clarify data 
measures, that are used as accountability measures for institutions 
of higher ed, and to be more inclusive of those who don’t fit this 
traditional mold? 

Ms. EMREY-ARRAS. We have not done work specific to the 
measures. And I understand, you know, the concern about, for ex- 
ample, graduation rates being first time, full-time, and the like. I 
would say that our work at GAO is now focusing a lot on these pop- 
ulations of older students. 

We recently did some work around food insecurity for college stu- 
dents and the fact that many students on campus go hungry, and 
the ways that they could access food support through the help of 
the Federal Government. And we also have some ongoing work 
looking at student parents and their access to Federal student aid. 

So we are definitely focused on this population. 

Ms. TRAHAN. Great. Thank you. 

Madam Chairwoman, I ask for unanimous consent to enter a let- 
ter from the Project on Predatory Student Lending, which is an or- 
ganization that defends and represents students against the preda- 
tory for-profit industry, into the record. 

Thank you. 

Ms. ADAMS. Without objection, so ordered. 

Ms. TRAHAN. Great. I yield back. 

Ms. ADAMS. Thank you. 
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I now recognize myself for the purpose of asking some questions. 
And thank you again to all of the witnesses. 

A report by the Center for American Progress found that while 
regional accreditors collect a lot of data on student outcomes, they 
rarely use it in a review to—or final decision to accredit an institu- 
tion. Too many institutions have performance gaps by race and in- 
come. 

Dr. Hillman, should members of the triad be concerned with out- 
comes by race, ethnicity, income, and gender? 

Mr. HILLMAN. Yes, in general. And specifically, when it comes 
to the sort of value added of a college, it is really important to be 
able to look at a wide range of outcomes and increasingly that mat- 
ters on the lines of race and class. 

Ms. ADAMS. Thank you. 

Dr. Brittingham, your agency is one of the only agencies to col- 
lect data on student loan repayment rates from the college score- 
card. Can you explain how your agency uses this information along 
with other metrics in reviews? 

Ms. BRITTINGHAM. Thank you. This is the first year that we 
tried this on an experimental basis, because we have been looking 
at loan defaults, so now we are looking at loan repayments. And 
the experts around the table for our committee agreed, and the 
commission agreed, that we should also look at loan repayment 
rates. Institutions are asked to write a brief report. And so it isn’t 
just us looking at the numbers, it is listening to the institutions 
through the papers that they write about how they see the infor- 
mation, what they are doing to improve, to forestall loan default, 
and to improve loan repayment rates. 

Ms. ADAMS. Thank you. There are 101 accredited historically 
black colleges and universities. We refer to them as HBCUs in our 
country. And what I have learned from a majority of them—I had 
the pleasure of teaching at one of them, Bennett College for 40 
years in Greensboro, North Carolina—one of the things what I 
have heard from a majority of them, especially one in particular, 
are stories regarding inequities in the accreditation system. If you 
talk to presidents, some of them of HBCUs, you might hear one of 
the following: that the peer review process allows too many per- 
sonal biases to enter the process and have negative impacts, espe- 
cially for small, low resource institutions. You might hear that 
standards are applied without consideration of institutional size, 
resources, or endowments, requiring institutions with minimal re- 
sources to be evaluated using the same criteria as some of the 
other best endowed institutions in the country. Or you may hear 
that accreditors tend to shift what is required of institutions and 
serve a distinct mission on sanction, leading to a belief that when 
institutions reach a state of extreme difficulty in meeting the 
standards, the accreditor would rather remove them from member- 
ship instead of providing them with additional opportunity to rec- 
tify these issues. 

Dr. Brittingham, given your role with the New England Commis- 
sion, can you please share with the committee your response to 
these stories that our HBCUs have experienced with their 
accreditors? 
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Ms. BRITTINGHAM. Well, thank you. As you know, New Eng- 
land does not have any HBCUs, but we do have financially fragile 
institutions, public and private institutions. And I think the role of 
the accreditor is to certainly approach each institution without 
bias, to be fair, to listen, but to think about the importance of re- 
sources not in and of themselves, but for the stability of the institu- 
tion and the ability of the institution to continue offering a good 
education for students. 

So while we look at the numbers, I think it is also important to 
think about what is the trajectory, what is being reduced or cut, 
or what is not being made available to students, and is that insti- 
tution still able to offer a quality education to the student. 

Ms. ADAMS. Do you believe that accreditors should face con- 
sequences when they don’t do their jobs? 

Ms. BRITTINGHAM. I am sorry, when they don’t what? 

Ms. ADAMS. Do their jobs. 

Ms. BRITTINGHAM. Yes. 

Ms. ADAMS. Okay. 

Ms. Emrey-Arras, how can the Department conduct better over- 
sight of accrediting agencies? 

Ms. EMREY-ARRAS. One of the things that they could do, for 
example, is to use that sanction data and then compare it to the 
outcome measures that we have been talking about in terms of stu- 
dents. So they could look at whether the accreditors are actually 
doing their jobs and holding schools accountable for poor student 
outcomes. 

Ms. ADAMS. Thank you very much. 

Before I yield I want to ask unanimous consent to insert into the 
record a letter from the Center of American Progress on the role 
of accreditation and ensuring that all students have access to a 
high quality postsecondary education. 

d now I would like to yield to Representative Castro. 

Mr. CASTRO. Thank you, Chairwoman. Thank you for all your 
testimony today. 

My question is about how we break up the work-school tug of 
war that you see a lot of students going through where they cannot 
afford to simply go to school, so they have to work. Yet they have 
to work so many hours that it essentially impacts their ability to 
go to school and to finish in a reasonable amount of time. And ulti- 
mately what I have seen so often is that work wins out and people 
end up dropping out of community college or a 4 year university, 
and many of those folks never go back to finish off. And yet they 
ad eedaee with the debt that they undertook when they went to 
school. 

What new approaches—and I guess let me also preface that by 
saying when I was in Texas I was vice chair of the higher edu- 
cation committee for 4 years and I saw, Mr. Ortega, that you 
worked in Texas for some time. And we encountered this issue 
again and again because students will often make their decisions 
based on cost, but if you make your decision based on cost our com- 
munity colleges are cheapest, but they also have the lowest comple- 
tion rates as compared to other universities. 

So what do we do about those conflicting issues there and chal- 
lenges? And what are we doing, what should we do? 
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Mr. ORTEGA. I am happy to chime in. I feel like the assumption 
that you shared with us right now in terms of students having to 
take on jobs, you know, in order to be able to afford education is 
one that we have known for some time. And for some reason we 
seem to not be able to adapt to that in the culture of colleges and 
universities. 

In some ways, you know, a lot of the concerns I have heard 
raised here about the emergence of new players in the for-profit 
sector, into that area, has been largely driven by the fact that insti- 
tutions have not been able to meet those needs of new populations, 
what I think is the new traditional student coming into colleges 
and universities. And it is a terrible, terrible injustice. I think we 
need to do more to break the traditional structures of higher ed 
and offer more opportunities for students. And you don’t see a lot 
of that happening. 

And I think that is why it is easy for folks, particularly histori- 
cally disadvantaged students of color in particular, to seek out 
those opportunities that get offered by in some cases even 
unaccredited institutions. I think we need to do better about being 
able to make sure that the traditional sector begins to adapt and 
creates spaces for these students to come in there. 

Mr. CASTRO. Well, because often folks that will go to the for- 
profit institutions are left with a lot of debt, and sometimes they 
can’t find jobs either. 

Mr. ORTEGA. Right. 

Mr. CASTRO. Please. 

Mr. HILLMAN. I would only add that in this context, in this spe- 
cific situation, geography matters a lot more than sometimes we— 
in at least the academic side—give credit for. And so place matters 
incredibly. And so looking at the sort of choice set locally for indi- 
viduals to even know if there is a college nearby, or what they are, 
is really important here. 

Ms. BRITTINGHAM. I think a lot of the challenge for some peo- 
ple returning to school is that institutions haven’t always been 
maybe as good as they could be about making the schedule of class- 
es predicable for students. And if somebody has a job where the 
hours of work are unpredictable and the class schedule is unpre- 
dictable, that is a really hard thing. 

So we see many community colleges, for example, following some- 
thing that is called guided pathways, which is designed to increase 
the predictability of offerings and also help students kind of narrow 
their choices to kind of make it easier for them. 

Mr. CASTRO. And how much progress have we made also on ar- 
ticulation agreements among universities and community colleges? 

In Texas, part of the challenge you have is that locally and re- 
gionally the agreements are usually pretty strong, but if you tried 
to go from a community college in San Antonio to a university in 
Dallas, there is not necessarily much coordination or is not as 
much as you would like. And so, you know, people end up going 
to school for 2 years and they get credit for a year and a half or 
a year and a quarter, or something and they have just lost out on 
all that time and money. 

Ms. EMREY-ARRAS. I would add we have done some work at 
GAO on credit transfer issues and articulation agreement issues 
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and one of the challenges is that while schools are required by stat- 
ute to provide that information to students, they are not required 
to do so on line. So we actually made a recommendation to the De- 
partment of Education to require schools to post there articulation 
agreements on line so that students would have access to that in- 
formation. 

Mr. CASTRO. Thank you. 

I yield back, Chair. 

Ms. ADAMS. Thank you very much. I want to thank all of the 
witnesses as well. 

I want to remind my colleagues that pursuant to committee prac- 
tice, materials for submission for the hearing record must be sub- 
mitted to the committee clerk within 14 days following the last day 
of the hearing, preferably in Microsoft Word format. The materials 
submitted must address the subject matter of the hearing and only 
a member of the committee or an invited witness may submit ma- 
terials for inclusion in the record. Documents are limited to 50 
pages each. Documents longer than 50 pages will be incorporated 
into the record via an internet link that you must provide to the 
committee clerk within the required timeframe. Please recognize 
that years from now that link may no longer work. 

Again, I want to thank Dr. Brittingham, Mr. Ortega, Ms. Emrey- 
Arras, and Professor Hillman for your valuable participation today. 
What we have learned certainly has been of great value to us. 

Members of the committee may have some additional questions 
for you and we ask the witnesses to please respond to those ques- 
tions in writing. The hearing record will be held open for 14 days 
in order to receive those responses. 

I remind my colleagues that pursuant to the committee practice 
witness questions for the hearing record must be submitted to the 
majority committee staff or committee clerk within 7 days. The 
questions submitted must address the subject matter of the hear- 
ing. 

I now want to recognize the distinguished ranking member for 
his closing statement. 

Mr. SMUCKER. Thank you, Madam Chair. I would like to thank 
the witnesses for their insightful comments and for the discussion 
this morning. 

This is certainly an important conversation. We believe this con- 
versation about accountability and about rebalancing the triad is 
critical to a future of students all across the country. And so it is 
not a dry subject, as had been mentioned. This is important for the 
country and for so many students. 

We very much appreciate your time and devotion to making sure 
that students are receiving a high quality education to prepare 
them for a lifelong success. 

I do, Madam Chair, have just—I want to make comments on two 
specific themes that have come forward in the hearings and then 
I will have a few documents which I will ask unanimous consent 
for to submit into the record. 

No. 1 is the issue of for-profits that we have heard from multiple 
times throughout the hearing and I will just say that I think we 
all agree that there are bad actors, there are schools that have— 
we have seen false marketing, we have seen price gouging, we have 
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seen inaccurate employment prospects, but, you know, this is 
across all segments and all sectors of schools. And so, you know, 
what I want to be sure that we are thinking about is that we are 
not maligning an entire group of schools that truly are serving stu- 
dents and serving them well, and that we are not allowing some 
bad actors to sort of poison the whole segment that is helping stu- 
dents. And I know it is helping students because I have talked to 
many students in my district who have attended for-profit 
schools—maybe it was a 2 year school, whatever it may have 
been—and who are now engaged in careers as a direct result of 
that education that they have received. 

So I just want to caution that we should be very careful that we 
are not removing opportunities that are available for students. 

I mentioned I have talked to students, there are also a number 
of studies on this topic. I would like to ask for unanimous consent 
to submit into the record a study that was—it is entitled “Toward 
a Better Future: Exploring Outcomes of Attending Career Colleges 
and Universities”. This was done by Gallup. 

Ms. ADAMS. Without objection, so ordered. 

Mr. SMUCKER. And just a very brief highlight of this. It is a 
study that was done for the Association of Career Education Col- 
leges and Universities, which are for-profit schools. Again, as I 
said, done by Gallup. And just there are some important findings 
that are worth reviewing. 

But, you know, one that I think is critical is the finding was that 
the majority of all alumni are satisfied with both the education and 
training they received from their school and how well the school 
prepared them for their career and would recommend the schools 
to others. 

So, again, I would like to submit that to the record. 

Ms. ADAMS. Without objection, so ordered. 

Mr. SMUCKER. Thank you. And then there was an article in 
The Hill just I think yesterday, this one is by Daniel Elkins, and 
he is the legislative director of EANGUS, which is the only group 
organized to specifically represent the interests of the enlisted men 
and women of the National Guard since 1972. It is entitled “We 
Must Support Veterans and Politicize their Education”. This is I 
think a good summary of his views on the for-profit sector as well. 

So I ask that we can submit that to the record. 

Ms. ADAMS. Without objection, so ordered. 

Mr. SMUCKER. And then the other issue I would like to address 
was the—there was a comment made earlier in the hearing in re- 
gards to the effect of public aid on tuition costs. And, you know, 
we know that as the Bennett Hypothesis. It has been around for 
a long, long time. But a comment earlier specifically said that only 
applied to the nonprofits and not to the public schools. I have two 
studies—and the offer was made that we should review that to- 
gether, and I think it is an excellent discussion to have. 

So in the interest of doing that, there are two studies that I 
would like to enter into the record that address this issue. The 
first, Madam Chair, is “The Bennett Hypothesis Turns 30” by 
Jenna Robinson. 

Ms. ADAMS. Without objection, so ordered. 
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Mr. SMUCKER. And the second is done by the Federal Reserve 
Bank of New York in 2015 and then revised in February 2017 
called “The Credit Supply and the Rise in College Tuition: Evi- 
dence from the Expansion in Federal Student Aid Programs”. I ask 
that we— 

Ms. ADAMS. Without objection, so ordered. 

Mr. SMUCKER. And just, again, a few comments. The first study 
that we submitted into the record reviewed—it is an analysis real- 
ly—reviewed 25 studies on the Bennett Hypothesis, and of those 
reviewed the clear majority of the reports, 14 of 25, found some af- 
fect on Federal subsidies, on the price of higher education in at 
least 1 segment of the higher education market. For example, a 
1998 study showed that public colleges and universities increased 
tuition by $50 for every £700 in aid. And a 2015 study showed it 
is even more than that. They found a pass through effect on tuition 
of changes in subsidized loan maximums of about $.60 on $1.00. 

So I believe that the Bennett Hypothesis merits further consider- 
ation and debate as we continue to talk about the best way to hold 
all actors—all actors accountable for taxpayer dollars. 

And, finally, billions of hardworking taxpayer dollars finance 
postsecondary education every year. We have been talking about 
this. Yet, as we learned from the GAO’s testimony, the account- 
ability process today can be ineffective and is outdated. 

Dr. Brittingham provided a fresh perspective on the good work 
accreditors can do to measure institutional outcomes as well as in- 
puts. Still, more can be done to align incentives so that colleges 
and universities share in the risk of financing a student’s edu- 
cation. 

Institutions today are largely immune to consequences as long as 
their students do not default in massive numbers. Any bill to re- 
form the HEA should consider how students, how every institution, 
and the Federal Government can work in concert to ensure high 
quality education and a return on investment for all stakeholders. 

So, again, thank you to each of the witnesses for being here 
today. I think it was an excellent discussion and I look forward to 
continuing this. 

Ms. ADAMS. I want to thank the ranking member. 

And let me just comment. We are aware of the Gallup study pub- 
lished in coordination with the Trade Association of For-Profit Col- 
leges. The report is full of flawed methodologies and our staff 
would be happy to share those concerns. 

Now, I would like to recognize myself for the purpose of making 
my closing statement. And let me again thank all of the witnesses 
for being with us today and dedicating their time and energy to 
this important discussion. It is one that I continue to be concerned 
about, having been an educator for many, many years. 

I want to clarify for the record though on what bipartisan means. 
It means that the majority and the minority have negotiated all 
witnesses and negotiated the topics discussed. It does not mean 
that members on either side should temper or otherwise alter his 
or her questioning to avoid exposing areas of legitimate policy dis- 
agreement. There are areas of legitimate agreement, but the role 
of for-profits is not one of them. If Republicans and Democrats 
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were on the same page on for-profit companies we would not have 
to have dueling bills during the last Congress. 

Our members are hearing from constituents who were impacted 
by these bad actors and Democrats are here to fight for them, not 
protect certain sectors to achieve bipartisanship. I had a situation 
in my district, in Charlotte, with the Charlotte School of Law. 
Many, many students suffered because of that relationship. A 
strong accountability for our colleges and universities is vital to en- 
suring quality higher education for our Nation’s students. But 
there are differences between institutional sectors that we cannot 
ignore. The data show us that while, yes, for-profit colleges enroll 
just 9 percent of students, these companies account for 34 percent 
of student loan defaults. 

Thus it is important that we understand where the problem lies 
to create the appropriate solution. For example, when two planes 
crashed recently, did we ground all air travel? No, we did not. We 
looked at the type of planes that had the problems and we ground- 
ed those. And when there is a house on fire, do we ask the fire- 
fighters to spray water on all the houses in the neighborhood? No, 
they spray water on the burning houses and they do what they can 
to help the individuals inside that house. And as we talk about ac- 
countability, it is imperative that we focus on the institutions 
where the outcomes are the most devastating. 

But, as we have heard today, the Trump Administration has re- 
duced information available to students making it harder for stu- 
dents to make informed decisions about where to enroll. This De- 
partment of Education has failed to implement Obama era rules es- 
tablished to protect students from low performing institutions. And 
it has shrinked its responsibility to hold predatory institutions re- 
sponsible for their actions. This Department’s actions solidify an 
ecosystem of waste, fraud, and abuse. 

The accountability triad the Department of Education, state au- 
thorizers, and accreditors, can only uphold quality standards if all 
the entities do their part to improve oversight and transparency. 

For too long lax accountability measures have failed to catch 
unsustainable low quality schools that put students and taxpayers 
at risk. Fraudulent for-profit schools have flourished while dev- 
astating students and taxpayers. From preying on veterans to 
abusing Federal aid money, these for-profit institutions continue to 
target vulnerable students while leaving them with worthless de- 
grees and crushing debt. 

And as this committee considers a comprehensive reauthoriza- 
tion of the Higher Education Act, we must take steps to strengthen 
all parts of the accountability triad and restore the integrity of our 
higher education system. The Aim Higher Act, H.R. 6548, intro- 
duced last Congress, was comprehensive, and it focused reforms to 
strengthen accountability across the board. I am happy to send a 
copy of the bill to the Republican staff if interested. 

The reforms we included would strengthen the Cohort Default 
Rate to flag chronologically negligent schools, it would close the 90— 
10 loophole to prevent for-profit colleges who aggressively lure vul- 
nerable student veterans at the taxpayers’ expense. It would en- 
sure that for-profit schools seeking nonprofit status cannot skirt ac- 
countability rules just by changing a tax designation on paper. It 
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would require accreditors to set standards and be transparent with 
the public about those standards, and, most importantly, we hold 
the Department of Education accountable for working on behalf of 
students, not companies. 

No matter the party affiliation, I hope that we can all agree that 
the time for action is now. We cannot let Dream Center School or 
Corinthians College waste precious taxpayer dollars, or subject stu- 
dents to financial and emotional peril. 

Now, I would like to ask unanimous consent to enter into the 
record the following letters on the need for strong accountability in 
higher education. A letter from the Center for Law and Social Pol- 
icy on strengthening accountability for all students, a letter from 
Dr. Denisa Gandara on state performance based funding models, a 
letter from the Institute for College Access and Success on the Co- 
hort Default Rate and gainful employment regulation, a letter from 
the National Consumer Law Center on protecting student bor- 
rowers, and a letter from the National Association for College Ad- 
mission Counseling or incentive compensation. 

Seeing no objection, so ordered. 

So I look forward to working with my colleagues to find solutions 
that, as Mr. Ortega urged, will strengthen the accountability of this 
great system of higher education and ensure the highest quality of 
postsecondary opportunity for all members of society. 

If there is no further business, without objection, the committee 
stands adjourned. 

[Additional submission by Ms. Adams follows:] 
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SMU 


ANNETTE CARDWELL SIMMONS SCHOOL 
OF EDUCATION & HUMAN DEVEROPMENT 


Departoent of Bascation Policy nad Leadership 


April 1, 2019 


U.S. House of Representatives 
Committee on Education and Labor 
Washington, D.C. 20515 


Dear Chairman Scott and Ranking Member Foxx: 


Tam an Assistant Professor of Higher Education who studies higher education accountability. I write 
to share major findings from research on performance-based funding for higher education, a higher 
education accountability policy operational in over 30 states. The lessons we have learned from these 
state accountability policies reveal two major considerations for federal higher education 
accountability, which I outline in this letter. 


Performance-based funding policies for higher education generally link a portion of state funding for 
public colleges and universities to these institutions’ performance on measures related to college 
completion, such as degrees awarded. Similar to the rationale for current federal higher education 
accountability proposals, state policymakers who support performance funding hope that tying 
government funding to institutions’ performance will lead campus officials to focus on improving 
student outcomes.' 


Decades of research on performance funding have illuminated four major findings about 
performance-funding policies that lead to two primary recommendations for designing federal higher 
education accountability policy. Lessons learned from research on performance funding in the states 
include: 


1, Performance-funding policies change behavior on campuses, including by directing greater 
attention to college completion goals.” However, on average, performance-funding policies do 
not improve outcomes of interest, such as degrees awarded.* 

2. This dearth of improvement in observed outcomes as a result of performance-funding policies is 
due in part to a lack of institutions’ capacity (e.g., funding or expertise) to respond to incentives.’ 


' Dougherty, K. J. & Natow, R. S. (2015). The politics of performance funding for higher education: Origins, 
discontinuations, and transformations, JHU Press. F 

* Dougherty, K. J., Jones, S. M., Lahr, H., Pheatt, L., Natow, R. S., & Reddy, V, (2016), Performance funding for highe' 
education, JHU Press; Ness, E.C., Deupree, M., & Gandara, D. (November 2015). Campus responses to oiitcomes-based 
Sunding in Tennessee: Robust, aligned, and contested, Final report to Tennessee Higher Education Commission & Ford 
Foundation. 4 

* For a review, see Bell, E., Fryar, A. H., & Hillman, N. (2018). When intuition misfires: a meta-analysis of research on 
performance-based funding in higher education. In Research handbook on quality, performance and accountability in 
higher education (pp. 108-124). Bdward Elgar Publishing. 

* Dougherty, K. J., Jones, S. M., Lahr, H., Pheatt, L., Natow, R. S., & Reddy, V. (2016). Performance funding for higher 
education. JHU Press. 
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3. Performance-funding policies have been shown to produce inequitable outcomes, including by 
redistributing funding to high-resourced institutions’ and leading some public four-year 
institutions to restrict access to historically underserved students, including low-income students 
and students of color.® 

4. The effects of performance-funding policies on equity depend on how these policies are 
designed. Policies that reward student progress (e.g., credits accumulated) and not only outcomes 
(e.g., degree completion) can avoid disadvantaging minority-serving institutions.’ Policies that 
give bonus funding to institutions for serving historically underserved students are less likely to 
lead to restricted access for those students.* 


What do these findings mean for federal higher education accountability? Lessons learned from 
performance-funding policies point to two primary considerations for developing federal higher 
education accountability policy. First, institutions might have the will but not the resources to 
improve student outcomes. Accountability policy should avoid stripping institutions of funding 
needed for improvement without giving institutions an opportunity to improve their outcomes. 


Second, in light of lessons learned from performance-based funding in the states, it is critical that 
accountability policy consider differences in student populations. This concern is especially relevant 
for risk-sharing proposals, which could drive institutions to restrict access to students perceived as 
less likely to perform well on accountability metrics. One option for accounting for differences in 
student populations and mitigating the risk of restricted college access is by awarding additional 
funding to institutions for successfully serving historically underserved students. 


Thank you again for the opportunity to share these insights. Should you have any questions or if I 
can be of assistance, please contact me at dgandara@smu.edu. 


Sincerely, 


Nonian Néndores 


Denisa Gandara 

Assistant Professor 

Southern Methodist University 
www.denisagandara.com 


* Favero, N., & Rutherford, A. (2019), Will the Tide Lift All Boats? Examining the Equity Effects of Performance 
Funding Policies in US Higher Education. Research in Higher Education, 1-25, Hagood, L, P, (2019), The Financial 
Benefits and Burdens of Performance Funding in Higher Education. Educational Evaluation and Policy Analysis, 
0162373719837318. 

® Kelchen, R. (2018). Do performance-based funding policies affect underrepresented student enrollment?. The Journal of 
Higher Education, 89(5), 702-727. 

"Li, A., Gandara, D., & Assalone, A. (2018). Equity or Disparity: Do Performance Funding Policies Disadvantage 2-Year 
Minority-Serving Institutions? Community College Review, 46(3). 

8 Gandara, D., & Rutherford, A. (2018), Mitigating Unintended Impacts? The Effects of Premiums for Underserved 
Populations in Performance-Funding Policies for Higher Education. Research in Higher Education, 596), 681-703; 
Kelichen, R. (2018). Do performance-based funding policies affect underrepresented student enrollment?. The Journal of 
Higher Education, 89(5), 702-727. 
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Center for American Progress 1333 H Steet, NW, 10" Floor 


Washington, DC 20003 


——— Tek: 202 882.1611 « Fax: 202 682.1867 


www, americanpragress.org 


April 03, 2019 


Education and Labor Committee 
United States House of Representatives 
Washington, D.C. 20515 


Dear Chairman Scott and Ranking Member Foxx 


On behalf of the Center for American Progress’ Postsecondary Education Teatn, we would 
like to submit the following comments regarding the House Committee on Education and 
Labor’s hearing on “Strengthening Accountability in Higher Education to Better Serve 
Students and Taxpayers.” 


As the committee considers necessary changes in the next reauthorization of the Higher 
Education Act, we urge you to consider the role of accreditation in ensuring that all students 
have access to a high-quality postsecondary education. 


As gatekeepers to over $120 billion in federal student grants and loans that flow to over 
6,000 colleges and universities and 13 million students each year,’ accrediting agencies play 
a critical role in ensuring college quality and that students enrolling in college are not left 
worse off. 


While most students realize success, many will never graduate. Students who do not finish 
are significantly more likely to default on their student loans, often with catastrophic long- 
term financial impacts.’ To make matters worse, the higher education system suffers from 
broad gaps in college attainment and disparities in student loan debt and default by race and 
income.’ Our higher education system has'subjected too many students to low-quality 
educational options, and at its worst, outright fraud and deception. 


These problems define a system that often exacerbates inequity instead of serving as-an 

engine for economic mobility. Unfortunately, it is too easy for a college whose students don’t 
fare weil to receive an accreditor’s stamp of approval—and the federal money that. comes ; 
with it—over and over again, even when students are not being well-served. 


We urge the committee to address the role accreditors should play in considering how well 
students fare at the colleges they oversee, particularly the role of considering equity in 
outcomes to ensure that colleges are serving all students well. Our research shows that while 
accreditors collect plenty of data on student outcomes, and some consider these outcomes 
directly in accrediting decisions, these data often are not used to hold colleges accountable.* 


Progressive Ideas for a Strong, Just and Free America 
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We’ ve also found that only two of the main institutional accrediting agencies consider equity 
in evaluating a college’s performance. Standards that focus on equity are important because 
they require that institutions go beyond overall performance indicators to ensure that they are 
serving all students well. Without a coordinated effort, however, colleges can miss the 
important gaps that occur within and across institutions. 


We encourage the committee to consider inconsistencies in basic terminology, timelines, and 
processes across accrediting agencies which create confusion and raises concerns about the 
meaning and adequacy of accreditor standards.” Greater consistency across agencies in 
terminology on accreditor actions and definitions used to measure student achievement 
would ensure that all institutions are being held to a high standard of performance and 
accountability. 


Finally, we also urge the committee to address the growing trend of precipitous closures by 
for-profit colleges that suddenly shut their doors, which have left tens of thousands of 
students stranded without a plan in just the last six months. Accreditors are responsible for 
ensuring that colleges at risk of closure are not accredited in the first place. When a college 
presents risk, accreditors should obtain teach-out plans and agreements so that students.are 
not left without options.® So far, they have largely failed to do so. Accreditors that miss the 
warning signs of a school at risk of closure and fail to act should face consequences. 


While the Department of Education seeks to gut consumer protections, roll back expectations 
of accreditors, and its own oversight of the agencies it trusts to assure quality, we urge 
Congress to strengthen accreditation, not further weaken it. Congress can accomplish this by 
focusing accreditors on student outcomes and equity, improving consistency across agencies, 
and strengthening accreditations oversight of risky schools, As gatekeepers to federal aid 
dollars, accrediting agencies must ensure that colleges are providing a quality education and 
that America’s higher education system is truly a generator of social and economic mobility. 


Sincerely, 


Antoinette Flores 

Center for American Progress 

Associate Director, Postsecondary Education 
aflores@americanprogress.org 


‘ Office of Federal Student Aid, 2016 Annual Report (U.S. Department of Education, 2016), available at 
https://studentaid.ed.gov/sa/sites/default/files/FY_2016_Annual_Report_S08.pdf. 
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? Financial Web, “The Long-Term Effects of a Defaulted Student Loan,” available at 
https://www.finweb.com/loans/the-long-term-effects-of-a-defaulted-student-loan. html (last accessed March 
2018). 

* Doug Shapiro and others, “Completing College: A National View of Student Completion Rates—Fall 
2011 Cohort” (Herndon, VA: The National Student Clearinghouse Research Center, 2017), available at 
https://nscresearchcenter.org/wp-content/uploads/SignatureReport14_Final.pdf; Ben Miller, “Who Are 
Student Loan Defaulters?”, (Washington: Center for American Progress, 2017), available at 
https://www.americanprogress.org/issues/education-postsecondary/reports/20 1 7/12/14/444011/student- 
loan-defaulters/, : 

4 Antoinette Flores, “How College eee Miss the, Maree on Student Dans: (Washington: Center 


po ceo s:miss-mark- nn O) 


5 Antoinette see oA Oni Guarantee for Today’s Students: Recommendations to Improve College 
Accreditation,” (Washington: Center for American Progress, 2019), available at 


oF Fi lores, “A Quality Guarantee.” 
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NAPCAC 


National Association for | © 
College Admission Counseling 


1056 N Highland Street, Suite 400 |. Arlington, VA 22201 | 800.822.6285 | nacacnet.org 


April 3, 2910 


The Honorable Robert Scott 

Chairman : 3 
Committee on Education and Labor 
United States House of Representatives 
Washington, DC 20515 ; 


Dear Chairman Scott: 


On behalf of the National Association for College Admission Counseling 
(NACAC), I would like to ‘express our support for legislation that would 
maintain and strengthen the ban on the use of incentive compensation during 
the recruitment and education of students. 


Founded in 1937, NACAC is an association of more than. 15,000 members, 
including school counselors and college admission staff, who work with 
students making the transition from high school to postsecondary education 
(“college”). NACAC is committed to maintaining professional standards that 
foster ethical and social responsibility among those involved in the college 
application and enrollment process, as outlined in the NACAC’s SPGP: Code 
of Ethics and Professional Practices, which may be accessed on our website. 
Through our advocacy efforts, we are also dedicated to ensuring that all 
students have access to high quality school counseling to help them make 
informed decisions as they prepare for and pursue college or career. 


Nearly 20 years ago, during the reauthorization of the Higher Education Act 
(HEA), Congress banned the use of incentive compensation for anyone 
involved in the recruitment of students.and in the awarding of financial aid 
because it creates an irreconcilable conflict of interest, putting the financial 
interests of the employee ahead of the students’ interest. 


The Government Accountability Office (GAQ), the Senate Health; Education, 
Labor and Pensions (HELP) Committee, and hundreds of investigative media 
reports have since shown that far too often, unscrupulous colleges enroll 
students by using high pressure sales tactics, encourage therm to max out their 
financial aid, and then fail to deliver on the value proposition of a good 
education. Sadly, these students are left with massive debt but little or no 
means to pay it back. 
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In 2015, the Department of Education’s Inspector General issued a report that found that the 
Office of Federal Student Aid’s oversight of the HEA Title IV ban on incentive compensation 
was insufficient, which has led to persistent fraud and abuse despite strengthened regulations, 
and that ED’s enforcement efforts should be strengthened. 


Unfortunately, since the ban’s inception, unscrupulous colleges have worked to weaken the ban, 
at times with the assistance of political appointees at the Department of Education. The ban on 
incentive compensation was enacted to protect taxpayers, whose taxes support federal financial 
aid, and students from abusive recruiting practices. During the next HEA reauthorization, 
Congress should include language that maintains the ban on the use of incentive compensation 
and explicitly prohibits the Department of Education from the watering down of the ban. 


Please contact Michael Rose, Director of Government Relations, with any questions regarding 
NACAC’s public policy positions or advocacy. 


Sincerely, 


ape b Doser 


Joyce Smith, CEO 


Page 2 of 2 


95 


a BOSTON HEADQUARTERS 
: aoa 7 Winthrop Square, Boston, MA 02110-1245 Ss L B A 
NATIO NA L Phone: 617-542-8010 + Fax: 617-542-8028 : 


CONSUMER WASHINGTON OFFICE Student Loan 

LAW 4061 Connecticut Avenue NW, Suite 510, Washington, DC 20036 
CENTER Phone: 202-452-6252. » Fax: 202-296-4062 B Oo ro wer 
ae Assistance 


www.rcic.org 


April 3, 2019 


U.S. House of Representatives 
Committee on Education and Labor 
Washington, D.C. 20515 


Dear Chairman Scott and Ranking Member Foxx: 


As you address “Strengthening Accountability in Higher Education to Better Serve Students and 
Taxpayers,” | urge you to consider the vital role that the U.S. Department of Education could 
and should be playing when protecting the 44 million consumers who currently owe federal 
student loan debt. With the financial security of so many Americans on the line, and in-particular 
the low-income borrowers that the Higher Education Act is designed to empower, Congress 
must act to protect student borrowers’ investment in higher education from the threats of 
predatory schools and incompetent servicing. 


| am the Director of the National Consumer Law Center’s Student Loan Borrower Assistance 
Project, which provides information about student rights and responsibilities for borrowers and 
advocates, as well as direct legal representation to low-income student loan borrowers. We 
work with other advocates across the country representing low-income clients on student loan 
issues. 


Student borrowers—and in particular low-income students and students of color—have been 
failed or preyed upon at nearly every juncture in the student loan cycle. Low-income students 
and students of color are more likely to have been targeted by predatory schools, saddling them 
with unsustainable debt, and are too frequently unable to access affordable loan management 
options such as income-driven repayment due to abusive or incompetent loan servicing. 

Finally, those whose loans enter default are subject to abusive debt collection practices and 
preyed upon by unscrupulous debt relief companies. Though each of our clients shoulders only 
a tiny fraction of the total $1.5 trillion of outstanding student loans, that tiny fraction often 
represents an outsized proportion of their household indebtedness. 


While borrowers are struggling, companies are making big money off of their suffering: 
Predatory schools prey on low-income, vuinerable populations, engaging in unfair and deceptive 
tactics to enroll as many students as possible and get at their student loan dollars, and then 
leaving them with unaffordable student loan burdens and often worthless degrees, or no degree 
at all. Servicers, which are paid hundreds of millions of dollars by taxpayers to help borrowers 
stay on track with their loans, are chronically incompetent and routinely engage in abusive 
practices such as steering borrowers into forbearances when they would be better served by 
other options. Our work with borrowers and other advocates has taught us that when servicers 
fail to provide competent and efficient service, borrowers needlessly suffer expensive, punitive 
collection tactics and are driven to abusive scams. 
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Fortunately, the Higher Education Act does give these borrowers an array. of tools and options 
for managing their loans, such as income-driven repayment. However, the federal student loan 
system lacks many of the basic consumer protéctions available for other consumer products 
that would ensure that borrowers canaccess these options. For example, mortgage borrowers 
have rights to receive information upon request from their mortgage servicers, including rights 
under RESPA, which facilitate effective repayment and reduce servicer error. In contrast, 
federal student loan borrowers have no such right under the HEA, and are often unable to get 
basic documents from their servicers, such as their own payment history--which can be critical 
to accessing loan forgiveness under the income-driven repayment and Public Service Loan 
Forgiveness programs. 


The harm student borrowers experience as a result of this lack of basic servicing rights under 
the HEA is compounded by the Department of Education's failure to adequately supervise its 
servicers itself and its attempts to block states from doing so. In its attempt to prevent states 
from providing critical consumer protections to student loan borrowers, the Department under 
this administration has argued that it oversees loan servicers to ensure that borrowers receive 
exemplary customer service and are protected from substandard practices. Unfortunately, that 
is not the experience of many of the borrowers we represent, and government investigations 
document that the level of servicing is unacceptable. 


As has been widely documented, including by the February 2019 report of the Department of 
Education’s Office of the Inspector General, the student loan servicing industry has long been 
rife with misconduct and oversight has been insufficient. Servicing failures—including those that 
lead borrowers to experience interest capitalization, miss out on promised loan forgiveness, and 
struggle unnecessarily with unaffordable payments—result in borrowers paying much more than 
they should for their education and experiencing significant financial distress. 


Borrowers deserve better—and if they are already wondering how they. can afford to repay their 
loans, we should not encumber them with the additional risk that their. servicer or the 
Department of Education will impair their ability to do so. Borrowers cannot afford and should 
not bear the additional expenses and consequences that follow servicing failures. Congress can 
and must protect federal student loan borrowers by: 


® Requiring the Department of Education to-align servicer incentives with borrower 
outcomes, provide rigorous oversight of its servicers, and provide transparency to the 
public about servicer outcomes; 

e Enacting basic consumer protections designed to hold student loan servicers 
accountable to borrowers and preserve states’ rights to protect their residents; 

e Making student loan repayment affordable and making it easy to both get into repayment 
and stay in repayment; and 

e Redefining the definition and consequences of student loan default to ensure that falling 
behind does not threaten the financial security of borrowers and their families.’ 


Moreover, the Department of Education has failed to provide critical relief to those who. have 
been harmed by predatory and abusive recruiting (i.e. sales) practices by schools eager to cash 


" A detailed version of our complete set of Higher Education Act reauthorization recommendations can be 
found at http://bit.ly/NCLC_HEA_ Recs. 
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in on the federal student loan program. In the five months since a federal court ordered the 
Department of Education to implement rules that would provide relief to borrowers who were 
harmed-by their schools, the Department has failed to grant a single borrower relief under the 
borrower defense rules. 


For these reasons, we also urge Congress to target relief to the many borrowers who have had 
their dreams shattered by fraudulent or low value schools and who continue to be held back by 
unaffordable debt as a result. We recommend institutional accountability and borrower relief 
measures designed to: 


* Deter predatory practices and provide relief to borrowers taken advantage of for their 
federal aid dollars; 

e Prevent federal aid dollars from flowing to institutions that fail to deliver value to students 
and taxpayers and provide relief to borrowers impacted by such institutional failures; and 

e Strengthen guardrails surrounding abuse of the federal student aid program, including 
strengthening consumer protections and enshrining strong borrower defense rules. 


Finally, Congress should empower students and borrowers to enforce their rights under the 
HEA. Students and borrowers deserve the opportunity to protect themselves when their rights 
are violated by unscrupulous educational institutions, servicers, or debt collection agencies. 
Additionally, neither for-profit schools nor student loan lenders should be permitted to use forced 
arbitration clauses to deprive students and borrowers of the right to challenge illegal conduct in 
court. Forced arbitration not only harms the borrowers who are victims of illegal school or lender 
conduct, but undermines the integrity of the federal student aid system by allowing participants 
that abuse the system to insulate themselves from liability and hide evidence of abuse. 


Sincerely, 


—— 


co Fe 
co é 
Persis Yu 


Director, Student Loan Borrower Assistance Project 
National Consumer Law Center (on behalf of its low-income clients) 
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Chairman Bobby Scott 
1201 Longworth House Office Building 
Washington, DC 20515 


Ranking Member Virginia Foxx 
2462 Rayburn House Office Building 
Washington, D 20515 


Dear Chairman Scott, Ranking Member Foxx and Members of the Cominittee: 


As the Committee conducts bipartisan hearings in preparation for reauthorizing the Higher 
Education Act, I am writing to share The Institute for College Access & Success’ (TICAS’) 
recommendations for how to hold colleges accountable for routinely leaving students with debts 
they cannot afford to repay. TICAS is a trusted source of research, design, and advocacy for 
student-centered public policies that promote affordability, accountability, and equity in higher 
education. Our recommendations include efforts to preserve and improve the cohort default rate 
(CDR) as well as to preserve and fully implement the gainful employment rule (GE rule). 


The CDR is a critical tool for understanding how often students experience the most devastating 
student loan repayment outcome: default. Holding colleges accountable for their CDRs 
effectively focuses schools on reducing borrowers’ risk-of default, and tying institutional Title 1V 
eligibility to CDRs has worked to reduce default: Schools can and do meaningfully lower their 
CDR through strategies that target and reduce risk of default without limiting students’ access to 
federal loans. The CDR is an effective, well-established, and widely understood metric grounded 
in protecting both students and taxpayers against unaffordable debt. As you work to reauthorize 
the Higher Education Act, Congress must consider ways to strengthen the metric so that defaults 
further decline. 


The GE rule is a complementary tool that seeks to ensure that students enrolling in career 
programs are not overpaying for programs that under-deliver, by looking at the average debt 
compared to the average earnings of graduates of those programs. We are particularly concerned 
with the efforts of the current Administration to rescind the GE rule, including efforts to roll 
back even basic transparency measures that help students understand when high-cost, low- 
quality programs could result in unmanageable debt. 


Below we provide additional details on the value of the CDR and recommendations for ensuring 
it continues to effectively reduce default and underscore the importance of ensuring the GE rule 
is fully implemented. 


The Cohort Default Rate Has Worked to Reduce Default 


The CDR is the share of each school’s federal student loan borrowers who default before the end 
of their third fiscal year in repayment. Schools with unacceptably high CDRs risk losing their 
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ability to offer students federal student loans and/or Pell Grants.' The metric was established 
almost 30 years ago with bipartisan support, and it is grounded in the strong federal interest in 
protecting students and taxpayers against unaffordable debt. The metric serves as a critical 
backstop to allowing taxpayer dollars to flow freely to institutions that pose unacceptably high 
tisk of default to their students. It is a reliable measure that includes an established process for 
data verification and appeals, and it retains wide legitimacy among all sectors of higher 
education. Since its first use as an accountability metric in 1990, the CDR has provided-colleges 
effective incentives to reduce borrowers’ risk of default, resulting in significant declines in CDRs 
such that only a handful of colleges exceed the established CDR thresholds. The fact that very 
few schools fail the measure currently is a sign of its success in driving down defaults, not its 
failure. 


Student loan default is the most devastating borrowing repayment outcome, and Congress should 
strengthen policies to continue to reduce defaults. Over 1 million students default a year, and 
these students suffer punitive consequences that can drive them deeper into debt and, ironically, 
make it harder for them to repay their loans.” Borrowers in default on their student loans are 
foreclosed from receiving federal student aid; can face increased loan costs; and may see their 
tax refunds, wages, and even Social Security benefits garnished. To keep as few students as 
possible from facing these consequences, it is critical that Congress maintain the CDR as a key 
metric. However, Congress can and should strengthen the CDR. 


The Cohort Default Rate Must be Strengthened 


There is abundant evidence that some colleges evade CDR accountability by taking advantage of 
forbearance options that allow students to temporarily postpone payments. This includes the use 
of consulting firms that encourage or mislead borrowers in repayment to'use forbearance to 
simply delay payments, postponing rather than preventing default, and not encouraging 
borrowers to enter an income-driven repayment (IDR) plan.” Such moves can mask severe 
borrower distréss and often push eventual defaults outside of the time period for which schools 
are held accountable. While forbearance is intended to be a short-term option for the benefit of 
borrowers, an April 2018 GAO report calling for improved oversight of CDRs identified 
concerning patterns of students being misled into long-term forbearances that not only increase 
costs to the government but also bring severe financial consequences to borrowers.' 


CDR manipulation through forbearance abuse can and must be addressed by ensuring that 
forbearances are granted in the interests of the borrower, as required under federal law. Because 
many borrowers placed in forbearance would be better served by being placed into an IDR plan, 


"The current rules establish a threshold of CDR at 30% or more for three years in a row or 40% or more in a single 
year. 34 CFR 668,206. 

? TICAS. 2018. CDR: What is Good For? Absolutely Something. httos://bit.ly/2Dvv9Uu. ‘ 

> United States Senate Health, Education, Labor and Pensions Committee. 2012, For Profit Higher Education: The 
Failure to Safeguard the Federal investment and Ensure Student Success. http://bit.ly/NbKelW, 

* United States Government Accountability Office (GAQ). 2019. Federal Student Loans: 

Actions Needed to Improve Oversight of Schools’ Default Rates (GAO-18-163). 
https://www.gao.gov/assets/700/691520. pdf. 
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servicers, schools and the consultants they hire must be held accountable for providing guidance 
that is in the best interest of the borrower. To this end, schools and servicers seeking to assist 
students in securing consecutive forbearances should be required to document the reasons why 
an additional forbearance is a better solution for the borrower than an IDR plan. 


Forbearance abuse can also be more effectively identified and prevented by providing increased 
transparency around longer-term default rates. To expose schools abusing forbearance, the 
Department of Education should publish five- and seven-year cohort default rates, in addition to 
the three-year rates currently used for accountability: Program reviews or other substantive 
investigations should be actively targeted at schools with large increases in default rates after the 
three-year window, and the Department of Education should be required to determine whether 
such schools are in compliance with the requirement that forbearances be provided for 
borrowers’ benefit. 


Some schools seeking to evade CDR accountability have also been known to modify their 
structure to mask problems in branch campuses.” To prevent this type of evasion, colleges 
seeking to make changes to their OPEID structure should be required to comply with CDR rules 
under both their new and old OPEID structures for at least three years after the change, with 
sanctions applying upon noncompliance of either. 


The Gainful Employment Rule Has Led to Fewer Low-Quality, High-Cost Programs 


The GE rule, finalized in 2014, defines the longstanding statutory requirement that career 
education programs “prepare students for gainful employment in a recognized occupation,”® The 
rule seeks to ensure that career program graduates are not routinely left with student loan debts 
they cannot afford to repay. The rule distinguishes between programs that provide affordable, 
quality training and those that do not by measuring the typical debt of graduate compared to the 
typical earnings. It gives programs that fail to meet established thresholds two years to improve 
(more during a transition period) or face loss of access to federal student aid. 


The GE rule also includes a transparency component that ensures schools provide consumer 
information that is comparable across programs to prospective students and the public. In the 
past, these disclosures have included what the typical graduate earns, how much debt graduates 
have, and what share of graduates find employment in their field. This helps to ensure that 
students have realistic expectations about the likely financial benefits and consequences of 
attending specific programs. 


College officials and industry observers acknowledge that the GE rule has driven improvement 
at colleges, leading to free trial periods, more scholarships, lower tuitions, greater focus on”: 
employer needs, and other efforts to improve the value they offer students. In the words of one 
Capella executive describing the effect of the GE rule, “We have taken, and we’ll continue to 


* United States Senate Health, Education, Labor and Pensions Committee. 2012. For Profit Higher Education: The 
Failure to Safeguard the Federal investment and Ensure Student Success. p 150-158. http://bit.ly/NbKeiW. : 

° U.S. Department of Education. October 31, 2014. Program Integrity: Gainful Employment, Final Rule. 79 FR 
64,889, https://bit.ly/2uB9d7z. 
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take steps, to improve affordability and outcomes for our programs, and we'll continue to make 
necessary adjustments. Our goal is to create the most direct path between learning and 
employment without waste of time, effort, or money, and we are well on our way.”' According 
to the New America Foundation, 65 percent of failing programs in the first set of gainful 
employment data-are no longer enrolling students,* 


The Department of Education Has Failed to janice the Gainful Employment Rule 


While the GE tule is currently in effect, last year the Department of Education issued a Notice of 
Proposed Rulemaking that sought to repeal the rule. They did so despite the demonstrated 
positive impacts of the rule, and the fact that Department estimated that repealing the rule would 
cost $5 billion over ten years because the rule reduces the amount of student aid wasted at low- 
quality programs,’ After receiving over 14,000 concerned comments, the Department missed its 
own deadline for repealing the GE rule in 2018, but paaeene officials have stated an intent to 
try again this year. 


In the meantime, the Department has gutted the consumer disclosures that offer prospective 
students and the public the ability to evaluate the quality of career programs based on criteria 
inchiding the average graduate’s debt, the number of students graduating on time, the percent of 
students who borrow, and the average loan payments and earnings of graduates.'” The 
Department also has not released the data necessary to determine which career programs should 
be ineligible because students cannot eam enough to repay the amount they borrow to attend. 
Even with just one set of data released, more than. 350,000 students had reed from 
programs that could not pass the standard, and they graduated with nearly $7,5 billion in student 
loan debt.'! Many of these borrowers aré unlikely to be able to repay their debt, 


Both the CDR and the GE rule are mechanisms for helping ensure that institutions of higher 
education offer quality programs that do not overcharge and under-deliver. We look forward to 
working with the Committee to improve the CDR and to fully implement the GE rule. 


Sincerely, 


‘Capella Education Company (CPLA). October 26, 2016. Q3 2016 Earnings Call Transcript. httes://bit vé2Mrkreb. 
New America. September 13, 2018. Comments on Proposed Gainful Employment Rule, https://bitly/2x8XNJy. 
PULS. Department of Education, fia 14, 2018. Program integrity: Gainful Employment Notice of Proposed 
*us. Department of edicaten: february 13, 20 2019. “Agency information Collection Activities; Submission to the 
Office of Management and Budget for Review and Approval; Comment Request; Gainful Employment Disclosure 
Template notice of final regulations.” bttps://bit.ly/2VA2WwR. 
UTcAS. August 22, 2018. How Much Did Students Borrow to Attend the Worst-Performing Career Education 
Programs? httys://ticas.org/sites/default/files/pub files/ge total debt fact. sheet.ndf. 
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Policy salutions that work for low-income people 


CLASP Statement for the Record: 


House Subcommittee on Higher Education and Workforce Investment Hearing: 
“Strengthening Accountability in Higher Education to Better Serve Students and Taxpayers” 
Wednesday, April 3, 2019 


As Congress considers the reauthorization of the Higher Education Act (HEA), it must strengthen 
accountability in higher education to provide all students, particularly low-income students, students of 
color, adult working students, and immigrant students, an affordable, high-quality education—one that, 
leads to greater economic security and social mobility. 


Congress created the accreditation “triad”—-which consists of ED, accrediting agencies, and the states—to 
provide oversight and ensure that institutions participating in federal student aid programs authorized 
under Title IV of HEA are offering students a quality education. As an anti-poverty organization, we 
advocate for a postsecondary education system that places a greater focus on institutional and program 
quality and accountability; racial equity and inclusion; and student success, including completion, 
workforce preparation, and employability. 


States and accreditors must recognize the changing face of postsecondary students and encourage healthy 
and inclusive campus climates that promote student success. According the U.S, Department of 
Education, students of color constituted approximately 45 percent of all undergraduates in 2015-2016, 
Yet, disparities in educational attainment persist among racial and ethnic groups. According to 2017 data 
from the U.S. Department of Education, Asian and White adults are far more likely to earn'a bachelor’s 
degree than Black, Pacific Islander, American Indian/Alaska Native, and Latino adults. Educational 
attainment of adults age 25 and older was 38 percent for White students; 55 percent for Asian students; 24 
percent for Black students; 17 percent for Latino students; and 25 percent for Pacific Islanders. In our 
view, states and accreditors are not doing enough to promote student success and inclusive campus 
climates for these student populations. 


Millions of college students also do not fit the “traditional” student profile of a full-time student 
transitioning directly from high school to a four-year college or university. Forty-nine percent of ~ 
undergraduates are financially independent from their parents; 37 percent are adults age 25 or older; 64 
percent of college students work; and 24 percent are parenting students. These students are often juggling 
work and/or family obligations and need flexible schedules and high-quality education delivery systems 
that meet their needs, While CLASP supports innovation in postsecondary education that seeks to address 
the unique needs of low-income working students and parenting students who must manage the demands 
of school and family obligations, we fear that the Department of Education and some accreditors may be 
encouraging the proliferation of low-quality educational providers that do not serve low-income students 
well. 


Given these demographic trends, the HEA must ensure that low-income students are receiving a high- 
quality education that supports them in fulfilling their greatest potential. As an example, online education, 
and competency-based education must offer enriching learning experiences, support students in attaining 


1200 18th Street NW, Suite 200 * Washington, D.C. 20036 * (202) 906-8000 « clasp.org 
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a degree or credential, and prepare students for high-demand, high-wage jobs in the economy. Faculty are 
essential to adequately preparing students to achieve these goals. Low-income students, students of color, 
adult working students, immigrants, and educationally underprepared students may require greater human 
interaction with faculty to succeed in school, not less. Clarifying and strengthening the definition of 
“regular and substantive interaction” in the HEA can help to increase accountability and quality in 
postsecondary education. 


Furthermore, these student populations need comprehensive student supports to successfully obtain a 
postsecondary credential, As such, accrediting bodies must ensure that institutions and educational 
providers offer these students access to racially and culturally diverse faculty and staff and comprehensive 
academic support services to complete their degree or credential. Along with academic supports, these 
students need access to comprehensive culturally-competent advising, mental health services, tutoring, 
and mentoring as well as robust financial aid to cover the cost of tuition, fees, textbooks, and basic living 
expenses, including child care, transportation, and food. 


We look forward to working with the House Education and Labor Committee and other members of 
Congress to reauthorize a strong, student-centered HEA that promotes equity, accountability and quality 
in postsecondary education and prepares low-income students for family-sustaining jobs and careers. 
Please feel free to contact Rosa M. Garcia at rgarcia@clasp.org for questions regarding this statement. 


Sincerely, 


Rosa M, Garcia 
Senior Policy Analyst 


1200 18th Street NW, Suite 200 + Washington, D.C. 20036 © (202) 906-8000 « clasp.org 
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[Additional submission by Mr. Courtney follows:] 
February 14, 2019 


The Honorable Robert Wilkie 
Secretary of Veterans Affairs 
810 Vermont Avenue, NW 
Washington, DC 20420 


Dear Secretary Wilkie: 


Thank you for your diligent work on behalf of America’s veterans. We write to alert you to a 
continuing problem at VA and request your leadership in addressing it. 


On December 3, 2018, the VA Inspector General issued a report, “VA's Oversiaht of State 
Approving Agency Program Monitoring for Post-9/41 GI Bill Students,” concluding that VA will 
waste an estimated $2.3 billion over the next 5 years in Post-9/11 GI Bill “improper payments to 
ineligible colleges,” including colleges with deceptive advertising and recruiting prohibited under 


38 U.S.C. § 3608. 


The Inspector General's concerns are not new.. In 2016, Yale Law School published.a report, 
“VA's Failure to Protect Veterans from Deceptive College Recruiting Practices,” specifying VA's 
failure to abide by 38 U.S.C. § 3696. Also in 2016, VSOs and MSOs wrote to the VA Secretary, 
requesting VA quickly come into compliance with 38 USC § 3696. 


It appears from the Inspector General’s report that VA remains out of compliance with the 
statute, despite numerous federal and state law enforcement actions against colleges for 
deceiving veterans. This has resulted in significant ramifications to VA and student vetérans. 


In one recent example, 49 state attorneys general — representing nearly every state in the 
nation ~ sued Career Education Corporation (CEC), following a 5-year investigation, according 
to the Attorneys General, “revealed evidence demonstrating that CEC deceived prospective 
students about the total costs of enrollment, the transferability of credits between CEC and other 
institutions, the potential to obtain employment in their field, and CEC graduates’ employment 
outcomes. As a result of these unfair and deceptive practices, students enrolled in CEC who 
would not have otherwise enrolled, could not obtain professional licensure, and were saddled — 
with substantial debts that they could not repay nor discharge.” CEC paid the highest fine to 
date, $500 million, to settle the suit, without admitting guilt. CEC has the third highest number 
of veteran complaints brought to VA, and, in June of 2018, a CEC whistleblower flew to 
Washington to describe a litany of deceptive practices to VA staff. This is just oné example of 
ineligible colleges receiving improper GI Bill payments that could be avoided with proper VA 
oversight. 
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We would appreciate the opportunity to meet with you and the Inspector General to discuss a 
positive solution for this ongoing challenge. We would bring positive suggestions. We look 
forward to your leadership on this issue. 


Sincerely, 


-— 


4 Geé 
Ps 


Association of the U.S. Navy 


Blue Star Families 


Air Forte Sergeants Association 


Air Force Women Offic 
Associated 


Chief Warrant and Warrant Officers, U.S. 
Coast Guard 


LoC-Y P hacia 


The American Legion Fleet Reserve Association 


Iraq & Afgt 
Army Aviation Association of America of America 
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Ivy League Veterans Council 


o 
Jewish War Veterans of the USA Paralyzed Veterans of America 
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sioccoaesl Reserve Officers Association 


Col USMC (Ret) 
National. President 
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Service Women's Action Network 


Student Veterans Of America 


Military Order of the Purple Heart Swords to Plowshares 
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Lau Ungerauce- Peck & Muth 


The Mission Continues 


San Diego University Veterans Law Clinic 


wr af Ca 


The Retired Enlisted Association 


Veterans Student Loan Relief Fund 
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Tragedy Assistance Program for 
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STATEMENT FOR THE RECORD 


LEGISLATIVE HEARING ON 
STRENGTHENING ACCOUNTABIILTY IN HIGHER EDUCATION 
TO BETTER SERVE STUDENTS AND TAX PAYERS 
BEFORE THE 
SUBCOMMITTEE FOR HIGHER EDUCATION AND 
WORKFORCE INVESTEMENT 
HOUSE OF REPRESENTATIVES 
APRIL 3, 2019 


Chairwoman Davis, Ranking Member Smucker, and Members of the Committee: 


As the two leading organizations supporting the military and veteran student community, Student 
Veterans of America and Veterans Education Success appreciate the opportunity to provide comment on 
Strengthening Accountability in Higher Education to Better Serve Students and Taxpayers. 


Students put their trust in the U.S. Department of Education's (ED) stamp of approval on an institution of 
higher learning to mean the education they will receive is high-quality. For military-connected students, 
the risks are heightened since both the Department of Defense (DoD) and Department of Veterans Affairs 
(VA) rely on ED’s gatekeeping to ensure quality in higher education programs. 


Those who have served their country have earned the ability to pursue higher education credentials, — 
knowing they can trust the federal government's stamp of approval that a program is worth their hard- 
earned benefits. Additionally, the American taxpayer deserves a strong return on investment for their tax 
dollars. This is why strong accountability and quality metrics for how that money is being spent is of 
utmost importance. 


Innovation in higher education is important and necessary, but it must be done while still ensuring quality. 
To this end, we strongly encourage action on the following measures: 


1, College Transparency Act - Understanding the progress, successes, and hindrances facing all types 
of students is essential, and access to comprehensive and digestible data is the first step. We strongly 
support the bipartisan College Transparency Act introduced by Senators Hatch, Warren. Cassidy, and 
Whitehouse. We also call for more transparency at the Education Department in its enforcement actions. 


2 - Close the 90/10 Loophole — With the recent closures of colleges such as ITT Tech, Corinthian, 
Virginia College, and Brightwood College and thousands of military-connected students impacted, it is 
imperative Congress preserve the market viability test in 90/10. A market viability test protects taxpayers 
from artificially propping up a failing college of such low quality that no employer or private-paying student 
is willing to pay for it. Closing the loophole to include all federal funds would honor the congressional 
intent of the law requiring a minimum of 10% of funding should come from private dollars versus a 
government source. 


Congress must remove the target sign from the backs of veterans and servicemembers. Closing the 
loophole creates parity for military-connected students using their education benefits with those students 
using Title IV funds. It is inconsistent to protect some federal funds from low performing schools and not 
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others. With the number of predatory institutions that have shut their doors in recent years, it is critical to 
close this loophole. Not doing so is.a failure on the federal government to ensure an adequate return on 
investment for both the taxpayer and the student. Additionally, it dishonors the thousands of veterans 
defrauded by bad actor schools, who had their GI Bill essentially stolen from them under 
misrepresentation. 


While some may argue that closing the loophole wouid limit access for underserved student populations, 
low-quality schools systematically discriminate against students, explicitly seeking students of minority 
groups, veterans, and single-parents to exploit their desires for an education. To allow predatory and low- 
quality schools to use a service members’ or veterans’ hard-earned education benefits to prop a failing 
organization is a waste of tax payer dollars, which is made abundantly clear by the thousands of student 
veterans left in the wake of notable closures in recent years. 


3. Preserve Borrower Defense to Repayment — Too many veterans have been targets of consumer 
fraud by bad actor colleges. Bipartisan law enforcement cases have made clear there is significant 
evidence of fraud against students. For example, attorneys general representing 48 states and the 
District of Columbia banded together just recently to recoup $500 million for students who were defrauded 
by Career Education Corporation, the owner of a handful: of schools. Congress should.ensure defrauded 
students are not left to flounder on their own and should-not require each student to prove his own case 
of fraud when significant law enforcement evidence exists. Congress also should require the typical civil 
proceeding evidentiary standard of preponderance of the evidence and should not force students to prove 
a college's intent, as that is an absurd burden on students. 


4, Greater Oversight of Nonprofit Conversions. Thanks to tireless advocacy from student and 
consumer rights’ groups, leadership in Congress, and a growing awareness by the public of predatory 
practices of some institutions, many of the worst providers in higher education have come under. 
increased scrutiny in recent years. However, in response to increased awareness and scrutiny there is a 
possibly alarming trend of proprietary institutions converting to nonprofit status yet maintaining the same 
profit structures and failure to invest in student learning, which allow those institutions to fall under 
different regulatory oversight requirements. 


This conversion process takes advantage of a regulatory weakness between the Internal Revenue 
Service (IRS) and ED, with IRS only tracking tax status and ED tracking regulatory requirements based 
on tax status without the two systems truly catching potential bad actors using this system to their 
advantage, and takes advantage of understaffed, lax IRS oversight. During the reauthorization of HEA, 
Congress. should enact standards of oversight preventing bad actors from becoming wolves in sheep's 
clothing by creating protections against a nonprofit status being used to hide fraud, waste, and abuse. 


5. Preserve the Gainful Employment rule — Protect taxpayers and students by codifying and 
strengthening the Gainful Employment regulation to hold career training programs accountable if they 
consistently produce students with excessively low earnings. Congress must be willing to cut off the 
lowest performing colleges that consistently leave students worse off than they found them. Congress 
should require Return on Investment for taxpayer funds. 


6. Protect Military Connected Students from Unnecessary Loans — Many Gl Bill students alge loans 
were taken out in their names without their authorization or understanding. 


co Master Promissory Note -- Rename the “Master Promissory Note” (MPN) to.“Student Loan 
Agreement” so students know what they're signing. Include a clear warning: “Do not sign 
unless you want loans. You must pay these loans back.” 


1 Shireman, Robert. The Covert For-Profit: How College Owners Escape Oversight Through a Regulatory Blirid Spot. The Centuty 
Foundation. Retrieved from: httns://tchorg/content/report/covert-for-profit/?agreed=1. 
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o Loan Counseling -- Give Gi Bill students an annual MPN process, rather than an MPN good 
for 10 years; active consent/original signatures for each loan; and individualized, pre-loan 
counseling, prior to each disbursement. 

o Aid Package - Prohibit schools from forcing students to sign a MPN before they are told 
their total aid package and available options. 


7. Raise the Floor on Quality: Schools should meet minimum quality standards for receipt of Title IV: 


o Programmatic Accreditation — Mirror DoD’s 10 USC 2006a; graduates must be eligible for 
licensed job.? 

o Fraud — Law enforcement actions against a college should trigger a halt (or reimbursable 
status) of Title IV funds, as well as a risk-based program review. 

o Repayment Rates ~ A college fails if most students cannot pay at least $1 of their debt. 
Congress should enact legislation that, at the very minimum, requires schools to have higher 
graduation rates than student loan default rates. 

o Return on Investment/Risk Sharing — A college fails taxpayers and students if it 
consistently produces students who earn less than High School graduates. Such colleges 
should own a portion of debt and defaults. While risk-sharing is an indicator of quality, itis a 
lagging indicator and should not substitute for front-end gate-keeping, such as improved 
quality standards. For Apprenticeships and Career programs, require “pay for performance,” 
as in Forever G/ Bill, which holds back half of tuition until the student is placed in a job in the 
field of study. 


8. Spend education funds on education — Taxpayers and students expect federal student aid to be 
spent on education, but some colleges receiving significant.GI Bill funds spend less than 20 percent of a 
veteran's tuition on his education. By analogy, in health care, at least 80 percent of patient premiums 
must be spent on patient care and quality improvement. At least 50 percent of federal student aid should 
be spent on instruction.* “Student services” should be re-defined to exclude marketing and recruiting and 
taxpayer funds should be excluded from advertising and marketing. 


9. Strengthen the TRIAD ~ Maintain State Authorization and Fix accreditation — Americans rely on 
accreditation to understand quality, but the accreditation system is currently lax. As a start, Congress 
should require accreditors to enforce minimum outcome measures. 


We look forward to working with Congress on a bipartisan comprehensive reauthorization of the HEA that 
protects students and tax payer dollars from poor quality and predatory schools. 


? httos://www.law.cornell.edu/uscode/text/10/2006a 
3 httys://www.healthcare.gov/health-care-law-protections/rate-review/ 
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Ms. Wendy Macias September 20, 2017 
U.S. Department of Education 

400 Maryland Ave., SW 

Room 6C111 

Washington, DC 20202. 


By e-mail: Wendy Macias@ed.gov 
RE: Docket: ED-2017-OS-0074-0001 
Dear Ms. Macias: 


Please include the following public comment in Docket # ED-2017-OS-0074-0001: 


PUBLIC COMMENT FROM VETERANS SERVICE ORGANIZATIONS & 
MILITARY SERVICE ORGANIZATIONS 


As we wrote to you in the attached July 12, 2017, public comment, veterans and military service 
organizations strongly oppose efforts to roll back student protections at the Education Department: 


Instead of undermining the rules that protect students and taxpayers, we urge the Department to 
strengthen all Department rules and mechanisms that guard against fraud, including borrower defense, 
gainful employment, program participation agreements, program integrity rules, enforcement of the 90/10 
and incentive compensation bans, and cracking down on colleges that manipulate their reporting 
numbers to evade compliance. 


As you know, service members, veterans, and their families and survivors are specifically targeted for 
fraud and seen “as nothing more than dollar signs in uniform”! by unscrupulous colleges. Often, the 
lowest quality education programs are those that engage in the most consumer fraud of veterans. 


The Education Department must do all it can to ensure that American heroes who have served their 
country are treated with honor and respect when they become college students, and that they can trust 
the federal government's stamp of approval that a program is worth their hard-earned GI Bill benefits. 
Thé Department should push for higher quality and better gatekeeping. 


Sincerely, 

Denise Hollywood Michael V. Reilly 

Executive Vice President Executive Director 

Air Force Association American Association of Collegiate Registrars 
and Admissions Officers 

Keith A. Reed ; 

Headquarters Executive Director Joseph Chenelly 

Air Force Sergeants Association Executive Director 


AMVETS National Headquarters 
Nichole King-Campbell 
Air Force Women Officers Associated Gary E. Hall 
National Executive Director 
Association of the United States Navy 


* Consumer Financial Protection Bureau, (2011). “Seeirig servicemembers as ‘dollar signs in uniform”. 
https /Amww.consumerfinance. gow/about-us/blog/seeing-servicemembers-as-dollar-signs-in-uniform/ 
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Kathy Roth-Douquet 
CEO 
Blue Star Families 


Kristina Kaufmann 
Executive Director 
Code of Support Foundation 


Anthony P. Carnevale 

Director and Founder 
Georgetown University Center on 
Education and the Workforce 


Lauren Augustine 
Director of Government Relations 
Got Your 6 


Kristofer Goldsmith 
President: 
High Ground Veterans Advocacy. 


Paul Rieckhoff 
Founder & CEO 
Iraq & Afghanistan Veterans of America 


Peter James Kiernan 
President 
Ivy League Veterans Council 


Paul D. Warner, Ph.D. 
National Commander 
Jewish War Veterans of the U.S.A. 


Mary M. Keller, Ed.D. 
President & Chief Executive Officer 
Military Child Education Coalition 


Lt: Gen. Dana T, Atkins, USAF (Ret.) 
President and CEO 
Military Officers Association of America 


Neil Van Ess 
National Commander 
Military Order of the Purple Heart 


Juliana Mercer 
Managing Director 
MvVPvets 


Keith Glindemann 

President 

National Association of Veterans’ Program 
Administrators 


Joyce Wessel Raezer 


Executive Director 


National Military Family Association 


Jon Ostrowski 
Executive Director 
Non Commissioned Officers Association 


Carl Blake 
Associate Executive Director 
Paralyzed Veterans of America 


Jeffrey E. Phillips 
Executive Director 
Reserve Officers Association 


Jared Lyon 
President & CEO 
Student Veterans of America 


Deirdre Parke Holleman, Esq. 
Deirdre Holleman 

Washington Executive Director 
The Retired Enlisted Association 


Bonnie Carroll 
President and Founder 
Tragedy Assistance Program for Survivors 


Ryan Manion 
Vice President 
Travis Manion Foundation 


Randy Reid, USCG (Ret.) 

Executive Director 

U.S. Coast Guard Chief Petty Officers. 
Association & Enlisted Association 


Carrie Wofford 
President 
Veterans Education Success 


Anthony Hardie 
Director 
Veterans for Common Sense 


Christopher Neiweem 
Director 

VetsFirst, a program of United Spinal 
Association 


Ted Daywalt 
President 
VetJobs 


Robert Muth 
Managing Attorney ’ 
Veterans Lega! Clinic, University of San Diego 


Matthew Boulay 
Executive Director 
Veterans Student Loan Relief Fund 


113 


John Rowan 
President 


. Vietnam Veterans of America 


René C. Bardorf 

Senior Vice President, Government & 
Community Relations 

Wounded Warrior Project 
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ATTACHMENT 1 


July 12, 2017 
Ms. Wendy Macias 
ULS. Department of Education 
400 Maryland Ave., SW. 
Room 6C111 
Washington, DC 20202. 


By e-mail: Wendy. Macias@ed.gov 
RE: Public Comment: Docket # ED-2017-OPE-0076 


Dear Ms. Macias: 


Please include the following public comment in Docket # ED-2017-OPE-0076: 


PUBLIC COMMENT FROM VETERANS SERVICE ORGANIZATIONS & 
MILITARY SERVICE ORGANIZATIONS 


On June 9, 2017, 31 veterans and military organizations wrote the attached letter to Congress and 
Secretary DeVos requesting no delay in implementation of the Borrower Defense rule, which offers 
student loan forgiveness for students who have been defrauded, protects students from forced arbitration, 
thereby enabling them to seek relief in the courts if they've been defrauded, and requires financial 
responsibility triggers and warnings by colleges: 


These protections are important to our organizations because service members, veterans, and their 
families are specifically targeted for fraud by unscrupulous colleges because of the 90/10 loophole in the 
Higher Education Act, as has been widely documented. The former head of the Office of Servicemember 
Affairs at the Consumer Financial Protection Bureau (CFPB), Holly Petraeus, explained that the 90/10 
loophole incentivizes predatory colleges “to see service members as nothing more than dollar signs in 
uniform, and to use aggressive marketing to draw them in.”2 


As you know, when predatory college recruiters defraud servicemembers, veterans, and their families, 
they frequently also load the students up with student loans, sometimes without the students’ knowledge. 
Large numbers of veterans and servicemembers are affected: According to survey data from the 
Department of Education's (ED) “Beginning Postsecondary Students” survey, about 37% of veterans who 
began college in 2012 had student loans as of 2014. Similarly, a 2012 survey by the Financial Industry 
Regulatory Authority reported that 38% of military service members indicated that their households 
currently had student loans. 


We were disappointed ED's announcement on June 14, that it plans to revise the Borrower Defensé rule. 
As you undertake a revision, please ensure that defrauded service members, veterans, and their 
dependents, families, and survivors receive loan forgiveness, and please ensure that the many pending 
applications at the Education Department are quickly granted relief under the current regulations. Please 
also maintain defrauded students’ access to the courts and their right to financially sound colleges 
through the financial responsibility triggers and warnings. To do otherwise would be an affront to those 
who have served their country. 


? Consumer Financiai Protection Bureau, (2011). “Seeing servicemembers as ‘dollar signs in uniform”. 
https:/Avww.consumerfinance. gov/about-us/blog/seeing-servicemembers-as-dollar-signs-in-uniformy 
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Often, the lowest quality education programs are those that engage in the most consumer fraud of 
veterans. We were therefore disappointed by ED’s concomitant announcement that it would revise the 
Gainful Employment regulation, which enforces the Higher Education Act's requirement that career 
education programs receiving federal student aid must “prepare students for gainful employment in a 
recognized occupation.” The rule requires career education programs at all types of colleges (public, 
nonprofit, and proprietary) to disclose basic information about program costs and outcomes and prevents 
funding for programs that consistently leave students with debts they cannot repay. As you know, several 
federal courts have already upheld the Gainful Employment metric of debt-to-earnings ratio to excise the 
worst performing programs. Because the rule eliminates funding for consistently failing programs, the 
Congressional Budget Office estimates that repealing the rule would increase spending by $1.3 billion 
over 10 years. 


Veterans express anger when they discover the federal government knew a program produced lousy 
student outcomes or was under law enforcement action for defrauding students, but.allowed them to 
waste their time and Gi Bill benefits enrolled in it: The Departments of Defense and Veterans Affairs rely 
on leadership by Education Department in determining which education programs are worthy of federal 
student aid. Therefore, it is critical that the Education Department ensure programs meet the federal 
statutory requirement of gainful employment in a recognized occupation. 


The Education Department must do all it can to ensure that American heroes who have served their 
country are treated with honor and respect when they become'college students, and that they can trust 
the federal government's stamp of approval that: a program is worth their hard-earned GI Bill benefits. The 
Department must take a firm stand against the predatory targeting of those who have served their 


country, 


Thank you for your time and attention. 


Sincerely, 


Keith A. Reed 
Headquarters Senior Director 
Air Force Sergeants Association 


Nichole King-Campbell 
Air Force Women Officers Associated 


Joseph Chenelly 
Executive Director 
AMVETS National Headquarters 


Gary E. Hall 
National Executive Director 
Association of the United States Navy 


Kathy Roth-Douquet 
CEO 
Blue Star Families 


Kristina Kaufmann 
Executive Director 
Code of Support Foundation 


John R, Davis 
Director, Legislative Programs 
Fleet Reserve Association 


Lauren Augustine ‘ 
Director of Government Relations 
Got Your 6 


Kristopher Goldsmith 
President and Chairman 
High Ground Veterans Advocacy 


Paul Rieckhoff 
Founder & CEO 
Iraq & Afghanistan Veterans of America 


Peter James Kiernan 
President 
Ivy League Veterans Council 


Carl Singer 
National Commander 
Jewish War Veterans of the USA 


Mary M. Keller, Ed.D. 
President & Chief Executive Officer 
Military Child Education Coalition 


Lt. Gen. Dana T. Atkins, USAF (Ret.) 
President and CEO 
Military Officers Association of America 


Hershel Gober 
National Commander 
Military Order of the Purple Heart 


Juliana Mercer 
Managing Director 
MVPVets 


Joe Wynn 
President 
National Association for Black Veterans 


Joyce Raezer 
Executive Director 
National Military Family Association 


Jon Ostrowski 
Director, Government Affairs 
Non Commissioned Officers Association 


Carl Blake 
Associate Executive Director 
Paralyzed Veterans of America 


Jeffrey E. Phillips 
Executive Director 
Reserve Officers Association 


Deirdre Parke Holleman, Esq. 
Deirdre Holleman 

Washington Executive Director 
The Retired Enlisted Association 


Robert Muth 
Managing Attorney 


Veterans Legal Clinic, University of San Diego 


John Rowan 
National President 
Vietnam Veterans of America 


René C. Bardorf 

Senior Vice President, Government & 
Community Relations 

Wounded Warrior Project 


116 


Jared Lyon 
President & CEO 
Student Veterans of America 


Bonnie Carroll 
President and Founder 


Tragedy Assistance Program for Survivors 


Randy Reid, USCG (Ret.) 

Executive Director 

U.S. Coast Guard Chief Petty Officers 
Association & Enlisted Association 


Anthony Hardie 
Director 
Veterans for Common Sense 


Carrie Wofford 
President 
Veterans Education Success 


Matthew Boulay 
Executive Director ; 
Veterans Student Loan Relief Fund 


Christopher Neiweem 

Director 

VetsFirst, a program of United Spinal 
Association 


Ted Daywalt 
President 
VetJobs 
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[Additional submission by Chairwoman Davis follows:] 


Seeses THE CENTURY 1 < 9 
mm = FOUNDATION «62019 


April 1, 2019 


The Honorable Bobby Scott, Chairman 

The Honorable Virginia Foxx, Ranking Member 
Committee on Education and Labor 

U.S. House of Representatives 

2176 Rayburn House Office Building 
Washington, D.C. 20515 


Dear Chairman Scott and Ranking Member Foxx: 


Private colleges and universities play an important role in America’s system of higher education, 
At their best, these schools—nonprofit-and for-profit alike—expand educational opportunity by 
providing students across the country with high-quality teaching and meaningful degrees, in 
turn helping millions of Americans climb the social and economic ladder. 


As a country; we have long recognized the value of private colleges, something many other 
nations do not: U.S. taxpayers subsidize private colleges to the tune of tens of billions of dollars 
annually, through tuition aid, grants, and loans to students. At many schools, taxpayer funding 
accounts for the vast bulk of revenue: for-profit-colleges are permitted under law to receive up 
to 90 percent of their funds through the U.S. Department of Education, and can rely further on 
federal subsidies through Gi Bill funds when serving military and veteran students, 


With so much money flowing from taxpayers, the fedéral government has a clear responsibility 
to ensure those dollars are spent well, which it has done for decades, alongside states and 
accreditation agencies (the so-called “higher education triad”) and, in the case of public and 
nonprofit schools, trustees who are legally committed to the public interest. Proper regulation i: 
critical to ensuring that students are not being taken advantage of by schools using the federal 
imprimatur to facilitate mistreatment of consumers. Because higher education is a market 
based on trust, consumers are especially susceptible to abusive behavior at the hands of 
predatory schools—a fact underscored by the many high-profile school closings in recent years, 
including, most notably, Corinthian Colleges and ITT Tech. 


teforg 


One Whitehall Street. 15th Floor 2040 S Street NW, and Floor 
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For regulations to be effective in protecting students, safeguarding taxpayer dollars, and holding 
colleges accountable, federal lawmakers and regulators must recognize two key features about 
higher education institutions: : : 


First, not all colleges, or college sectors, are created equally. There are inherent 
differences baked into the design of public, nonprofit, and for-profit colleges These 
structural differences have real and profound implications for how institutions operate 
and who they serve, as well as the financial requirements and accountability standards 
they are held to. 


Second, as a result of those different standards, the for-profit sector poses greater risk 
to students, consumers, and taxpayers. History shows—and evidence overwhelmingly 
confirms—that for-profit colleges financed by federal grants and loans are significantly 
and systemically worse than their public and nonprofit peers at providing high-quality 
education to students, and are much more likely to mislead consumers and misuse those 
taxpayer dollars. 


Taken together, these realities make it clear: For-profit colleges, because they are different, 
require different accountability standards and distinct oversight. Those who object to 
heightened standards by claiming a “double standard” are themselves ignoring their own 
double standard: namely, that for-profit schools are already held to different standards—lower 
ones. Oversight of federal funding must recognize these differences and attempt to level the 
playing field. 


l. For-profit colleges are different by design—so are their incentive structures and 
accountability standards. 


Nonprofit colleges, unlike for-profits, are prohibited from distributing profits to individuals, thus 
changing their approach to decision-making. As a result, their incentives are fundamentally 
altered in ways that directly affect how they operate. At a nonprofit, the “restriction on the 
right of managers and directors to share in their organization’s profits blunts their incentive to 
seek profits, which decreases their incentives to take advantage of under-informed consumers,” 
according to a study by Yale economist Burton A. Weisbrod. Because of the financial restrictions 


tcforg 
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on public and nonprofit entities, these schools “respond differently to opportunities to use their 
advantages over poorly informed consumers.”* 


Both for-profits and nonprofits can legitimately claim to be “mission-driven.” But the key 
difference is that a nonprofit raises money to finance its mission, whereas a for-profit has a 
mission to make money. As a result, the two models respond very differently to government 
subsidies and market incentives, with important consequences for students and taxpayers, as 


Elected and 
appointed state 
officials 


summarized in the table below. 


For-Profit 


Who is responsible for governing Trustees Owners 
the institutions, including setting 


tuition rates and budgets? 


Education ora 
charitable 
purpose? 


Education or 
another public 
purpose 


What are they allowed to spend 
money on? 


Anything, including 
distributions of profit 
to owners 


Can top-level decision-makers Generally no® 
personally profit from the 


operations of the institution? 


Generally no 


Yes 


As the Department of Education’s Inspector General has noted, for-profit schools’ mandate to 


Do colleges have access to equity | No 
markets to invest and expand? 


is there a financial backstop if 
something goes wrong and the 
college becomes bankrupt? 


Taxpayers 


extract earnings for investors “can create an incentive to evade compliance with obligations to 


* Burton A. Weisbrod, The Nonprofit Economy, 1988, Harvard University Press, Cambridge, MA, 1988. Weisbrod examined 
nonprofit and for-profit providers in nursing homes, psychiatric care facilities, and facilities for the mentally handicapped,” The 
evidence “provided no support for the view that nonprofits act essentially like private firms.” 

2 Unrelated business operations are taxed, and if excessive, can jeopardize the tax-exempt status of the organization. 

* Private inurement is prohibited, trustees are generally not paid, and employee compensation must be reasonable. 
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students and taxpayers.”* The repeated abuses resulting from that hazard are why the Higher 
Education Act includes requirements that colleges that refuse public or nonprofit oversight must 
demonstrate their value in other ways. Currently, most for-profit colleges using federal aid are 
far more reliant on it than are nonprofit or public institutions.® In what other sector would we 
give for-profit enterprises the bulk of money they need to operate, and then turn around and 
not hold them accountable, particularly where there has been a well-documented history of 


scandal and abuses? 


lL. For-profit colleges have much different outcomes—for students, borrowers, and taxpayers. 


For-profit colleges have earned themselves a bad reputation. Fueled by taxpayer-backed 
student loans, owners frequently grow their schools rapidly,’ while overcharging for the 
education, using the proceeds for aggressive recruiting and profit.’ In many cases, the schools 
mislead prospects about the value of their schools’ programs® and the promise of a high-paying 
job. They commonly use manipulative sales tactics,° hire unqualified faculty,° enroll unprepared 
students," and hide their misdeeds through forced arbitration clauses,” all while leaving 


4 “Recommendations for the Reauthorization of the Higher Education Act,” U.S. Department of Education, Office of Inspector 
General, March 1, 2018. 

5 Vivien Lee and Adam Looney, “Understanding the 90/10 Rule: How reliant are public, private, and for-profit institutions on 
federal aid?,” The Brookings Institution, January 2019, 


“New Analysis Finds Many For-Profits Skirt Federal Funding Limits,” U.S. Department of Education, December 21, 2016, 
https://www.ed.gov/news/press-releases/new-analysis-finds-many-profits-skirt-federal-funding-limits, 

€ Mary Beth Marklein, “For-profit colleges see major gains in.past decade,” USA Today, June 2, 2011, 

http://usatoday30, usatoday.com/news/education/2011-05-26-for-profit-college-undergraduate-enrollment_n.htm. 

? “€or Profit Higher Education: The Failure to Safeguard the Federal Investment and Ensure Student Success,” U.S. Senate 
Committee on Health, Education, Labor and Pensions, July 30, 2012, 
https://www.help.senate.gov/imo/media/for_profit_report/Contents.pdf. 

5 Chris Cuomo, Chris Viasto, Gerry Wagschal, Lauren Pearle, and Cleopatra Andreadis, “ABC News investigates For-Profit 
Education: Recruiters at the University of Phoenix,” ABC News, August 19, 2010, . 
https://abcnews.go.com/TheLaw/profit-education-abc-news-undercover-investigate-recruiters-university/story ?id=11411379. 
5° Tamar Lewin, “For-Profit Colleges Face a Loan Revolt by Thousands Claiming Trickery,” New York Times, May 3, 2015, 
https://www.nytimes.com/2015/05/04/education/for-profit-colleges-face-a-loan-strike-by-thousands-claiming-trickery.html?_r 
=1. 

10 “For-Profit College Kaplan To Refund Federal Financial Aid Under Settlement With United States,” U.S. Attorney’s Office, 
Western District of Texas, January 5, 2015, 
https://www.justice.gov/usao-wdtx/pr/profit-college-kaplan-refund-federal-financial-aid-under-settlement-united-states. 

1 Jillian Berman, “Whistleblower suit against for-profit college charges schemes against students,” Market Watch, January 21, 
2016, https://www.marketwatch.com/story/at-itt-tech-a-greatest-hits-of-abuses-attorney-2016-01-21. 

"2 andrew Wolfson, “Students sue over Daymar College ‘lies,"” Courier Journal, April 8, 2014, 
https://www.courier-journal.com/story/news/education/2014/04/08/students-sue-daymar-college-lies/7479559/. 
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students with crushing student loan debts’? and school executives and investors with bulging 
bank accounts.** 


Only about a quarter of students enrolled at for-profit colleges complete a bachelor’s degree 
within six years, compared to 59% at publics and 66% at nonprofits. For-profit colleges account 
for 34% of student loan defaults while enrolling just 9% of all students.** Students at for-profit 
colleges are also less likely to find gainful employment?’ and more likely to default on their 
loans.*® And studies show that, on average, for-profit schools spend significantly less of their 
tuition revenue on student instruction than public. and nonprofit schools do.” 


When the Education Management Corporation/Dream Center schools, Argosy, Art Institute, and 
South University closed earlier this year, more than 25,000 students were abruptly left in 
academic and financial ruin. College closures are tough on students under almost any 
circumstances, but for-profit college closures usually happen quickly and with no warning. 


Regulations to level the playing field can prevent and relieve the damage a closure brings to 
students. When for-profits grow rapidly and are able to move funds to investors rather than use 
them to support students, they are given license to act financially irresponsibly, heightening 
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their own risk of bankruptcy and closure.” In fact, they are under no obligation to avoid sudden 
closure, because their primary responsibilities are to executives, investors, and in some cases, 
shareholders. Though public and nonprofit colleges can and do close, this catastrophic scenario 
is extremely rare: public and nonprofit college closures usually come with warnings and a plan 
for winding down programs and seeing students have viable options before the doors close. 


Conclusion 


Simply put, different levels of risk require different tools to mitigate that risk. Across the 
country, for instance, semi-trucks are regulated much differently than the typical four-wheel 
vehicle. State governments frequently require semi-trucks to follow lower speed limits and pass 
through additional safety check points on the freeway. These measures aren’t because 
lawmakers have an axe to grind with semi-trucks, or they don’t recognize the value to society of 
trucking. They are put in place because, due to its design, a semi-truck poses a greater risk than 
the typical sedan, and ail drivers benefit when that risk is mitigated. 


In the same way, enforcing common-sense guardrails and different speed limits on for-profit 
colleges neither unfairly targets these schools, nor hurts the many for-profits already abiding by 
them. What it does is make the higher education road safer for all of us—students, consumers, 
and taxpayers alike. 


Sincerely, 


Robert Shireman, Senior Fellow 
The Century Foundation 
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[Additional submission by Mrs. Foxx follows:] 


NATIONAL AFFAIRS 


Accountability for Higher 
Education 


Jason Delisle 


CURRENT ISSUE 


N 2017, HARVARD UNIVERSITY SHUTTERED A GRADUATE 
I program in theater training after national media outlets 
questioned the value of the education students had received. 
Federal data released for the first time earlier that year 
revealed students' debts and earnings were wildly out of 
proportion. Students in the program typically borrowed 
$78,000 to pay for it, much of it in government-issued 
loans, while their average earnings years after graduating 
were just $36,000. It does not take a sophisticated loan 
officer to understand that an investment that produces so 
little return does not justify so much debt. After several 
media outlets, including the New York Times, called. . 
attention to the troubling statistics, Harvard announced it 


would suspend new enrollments in the program. 


While a low-performing Harvard program will always 
attract media attention, the more important part of this story 


is why such poor results were able to fly under the radar. 
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years, and it should have been obvious that a graduate 
certificate program in theater training that costs $78,000 is 


arisky bet. Wasn't the problem hiding in plain sight? 


Consider, however, that the Harvard program's low payoff 
would not necessarily be obvious. Harvard is a valuable 
brand and a highly selective institution. Someone could 
easily assume that graduates of this program go on to 
exceptional careers and earn more than enough income to 
justify the price. The high tuition might even signal that the 
program is indeed more prestigious than other, more 
affordable theater programs. And, in fact, until the 
Department of Education released the debt and earnings 


data in 2017, there was no way to know. 


Information on what a college degree (or a graduate 
certificate in the Harvard case) costs has always been a bit 
opaque, but reliable information on what graduates of a 
particular university — let alone a specific program — earn 
in the labor market has been downright nonexistent. To be 
sure, some institutions and programs survey graduates and 
publish typical earnings, but that has been the exception, 
and the reliability of this self-reported information has 


always been suspect. 


That is now changing. The statistics that outed the dubious 
value proposition hidden in the Harvard program are part of 
a broad policy agenda championed by an influential 


coalition of advocates, philanthropic foundations, and 


lawrmmalera At ite enre thic new trancnarency and 
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enough. Providing better information to policymakers and 
the public on college prices and student outcomes, 
particularly post-graduation earnings, should make the 
higher-education system more effective, efficient, and even 
more equitable. But a closer look reveals that this new 
agenda involves a more complicated set of choices for 
conservative and progressive reformers alike. 
Understanding these choices, which are often obscured or 
shrouded in jargon, is the key to fashioning a serious 


transparency and accountability agenda. 
FROM LEARNING TO EARNING 


Calls for more information about higher education and 
more accountability for colleges and universities are, of 
course, nothing new. There is a long history of political 
movements that have demanded such policies at the state 
and federal levels. Some policies aim to purge for-profit 
diploma mills from the market; others seek to rein in 
universities that are charging excessive tuition or check 
colleges that are offering faddish curriculums unlikely to 


help students secure jobs. 


Following the first major federal student-aid programs 
enacted under the Servicemen's Readjustment Act of 1944 
(better known as the "G.I. Bill"), Congress worried that fly- 
by-night schools were fleecing veterans because state 
regulatory agencies were not effectively policing the 
higher-education market. When lawmakers expanded the 


arioinal GT Rill ta Knarean War veterans in 1949. they 
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accrediting agencies. Today, only accredited institutions of 
higher education are eligible for federal aid programs — 
although many observers believe these agencies have 


proven to be lax in their oversight of educational quality. 


Then, in response to problems in the for-profit sector in the 
late 1980s and early 1990s, Congress added a third 
accountability test, forming what is known today as the 
regulatory triad. Under this third test, the cohort-default 
rate, colleges and universities whose former students fail to 
repay their loans at high rates lose eligibility for federal 


student loans and grants. 


Despite these three accountability tests, concerns about the 
quality of America's higher-education sector have only 
grown. In the mid-2000s, rising costs at four-year 
institutions became the issue of interest. Even a Republican 
majority on the House Education Committee toyed with 
imposing price controls for institutions receiving federal 
aid, but the effort never gained traction. Low completion 
rates among post-secondary students were also emerging as 
an accountability issue in the mid-2000s, although this 
concern never sparked new federal accountability standards 


either. 


Around the same time, the so-called "Spellings 
Commission," named after then-Education Secretary 
Margaret Spellings, laid out the systemic failings of the 
U.S. higher-education system. While the commission cited 


law oraduation rates and a lack of transnarencyv ahout 
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learning much and that universities and policymakers were 


not doing enough to gauge learning outcomes: 


As other nations rapidly improve their higher education 
systems, we are disturbed by evidence that the quality 
of student learning at U.S. colleges and universities is 
inadequate and, in some cases, declining. A number of 
recent studies highlight the shortcomings of 
postsecondary institutions in everything from 
graduation rates and time to degree to learning 


outcomes and even core literacy skills. 


Much of the report discusses the various ways that colleges 
and policymakers could better assess learning outcomes, 
such as through the Collegiate Learning Assessment, a test 
that evaluates critical-thinking and reasoning skills gained 
between freshman and senior years. Disclosing the results 
would allow parents, students, and policymakers to 
compare how students at each institution score and improve 
on this test. Markets or regulators could then hold. 
universities accountable against some set of standards; or, at 
the very least, students and families could make more 


informed comparisons and choices. 


Testing for student learning as a means to assess college 
quality, however, is fraught and controversial. Indeed, it 
was one of the most contentious themes in the 2006 
Spellings Commission report. The American higher- 
education system serves diverse purposes, including 


intellectual enliohtenmeant.emnitical reseatch. and 
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more differentiation and specialization still. Critics asked 
how a testing regime could possibly account for all that 
diversity. As a result, the idea of measuring and reporting 
learning outcomes to improve transparency and 
accountability in higher education has never gained much 


of a following. 


The Spellings Commission report is also notable today for 
what it did not emphasize: earnings and labor-market 
outcomes. While federal policies like the cohort-default rate 
indirectly gauge students' earnings, those policies were 
intended to curb problems at vocational institutions, not 
traditional universities. By contrast, the new transparency 
and accountability agenda focuses explicitly on what 
students go on to earn after pursuing any post-secondary 
education, even at traditional four-year colleges. To be sure, 
the agenda is also concerned with college costs and student 
debt, but those data points are usually considered alongside 
earnings as part of the "return on investment" approach to 


evaluating institutions of higher education. 


It is difficult to pinpoint when the focal shift to earnings. 
began, but there were some particularly likely catalysts. 
Rising college costs and student debt were surely major 
factors. Public anxiety over these two issues was 
particularly intense in the years following the recession of 
the late 2000s, and for good reason. Median sticker prices 
for annual undergraduate tuition at public and private 


universities rose from $5,564 in the 1999-2000 academic 
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adjusting for inflation. And those sharp increases followed a 


relentless rise in prices during the preceding decades. 


Student debt began its meteoric rise more suddenly and 
recently than did tuition prices. The most popular measure, 
the stock of outstanding debt, sat at $440 billion in 2004 (in 
2015 dollars). By 2015, it had nearly tripled to $1.2 trillion, 
and today it stands at $1.4 trillion. During that time, the 
median loan balance of students who earned a bachelor's 
degree and held student debt grew from $20,619 to $27,897 


after adjusting for inflation. 


The steady increase in sticker prices for college tuition, 
combined with an even more rapid increase in outstanding 
student debt, caused many families and policymakers to 
wonder whether a college education was worth it. That is an 
age-old question, but when students and policymakers see 
prices and student debt rising rapidly, especially during a 
period of weak economic growth, the question seems even 


more relevant. 


In addition to anxiety over tuition prices and student debt, 
questions about the value of post-secondary credentials 
were also fueled by the rapid increase in enrollment at for- 
profit institutions between the years just before and after the 
recession in the late 2000s. These institutions tend to act as 
"demand absorbers" in the higher-education marketplace, 
because public and private nonprofit institutions cannot 


meet total demand due to their reliance on public funding 


forhich tmnnces canaritv canctrainte), Mareaver nithlic and 
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education to non-traditional students in appropriate formats, 
for example by providing online courses for working 


parents rather than inflexible on-campus classes. 


For-profit institutions clearly played this demand-absorbing 
role in the aftermath of the Great Recession. Enrollment in 
higher education surged during that time period, especially 
among older, non-traditional students. Total enrollment 
increased from 16.9 million students in the 2003-04 school 
year to 21.0 million in 2011-12. For-profit colleges held 
just 4.2% of that enrollment in 2003-04, but that share 
grew to 9.4% by 2011-12. Because of these trends, along 
with weak student-loan-repayment rates and suspicion of 
these institutions’ explicit profit motive, policymakers and 
the media have subjected for-profit colleges to heightened 
scrutiny. In their view, the existing accountability regime 
was proving insufficient. Assessing former students’ . 
employment and earnings outcomes would be an even 
better way to determine whether for-profit colleges were 


offering quality educations. 


Finally, technological advancements have fueled the recent 
demand for more transparency and accountability for 
higher-education outcomes. In this case, demands for 
information about outcomes are less about changes in 
prices, debt, or enrollment in for-profit institutions than 
about our growing capability to collect and disseminate 


information. 
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a logistical and technological feat even by today's 
standards. Had the public and policymakers demanded such 
information 20 years ago, it is doubtful that the technology 
and administrative capacity available at the time would 
have been up to the task — and making the information 
easily available would have been nearly impossible. But 
today the task is clearly possible, and that has helped drive 
demand for additional data on student outcomes about 


earnings and employment. 
ACCOUNTABILITY AT WORK 


Several federal and state-level developments illustrate the 
effect that the new transparency and accountability agenda 
has had on the availability of information about student 
outcomes. These include the Obama administration's 
gainful-employment rule, the Department of Education's 
College Scorecard website, and state efforts like the UT 


System Dashboard in Texas. 


In 2010, the Obama administration announced that it would 
unilaterally develop new student-aid eligibility standards 
for short-term certificate programs offered at any type of 
college or university and for all programs offered at for- 
profit colleges. The vehicle for this policy was the section 
of the Higher Education Act that categorizes for-profit 
institutions and certificate programs (at all institutions) as 
needing to prepare students for "gainful employment in a 


recognized occupation." 
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meant, so certificate programs and for-profit colleges 
qualified for federal aid programs in the same manner as 
other institutions: through the regulatory triad of state 
licensing, accreditation, and the cohort-default-rate test for 
federal loans. By defining "gainful employment," the 
Obama administration created a special test for these 
programs and colleges — adding a fourth test to the 
existing triad. The rule took effect in 2015, but the Trump 
administration plans to replace it with a different regulation 


largely free of sanctions. 


Specifically, the rule measured whether each cohort of 
students that received federal aid and completed a program 
earned enough to repay their debts. Any certificate program 
or for-profit program whose students' loan payments 
exceeded a set percentage of their incomes three years after 
graduation would lose eligibility for federal aid programs. 
The Department of Education calculated this debt-to- 
earnings ratio for each program by matching a list of 
program completers with its own student-aid database and 
then with earnings information from the Social Security 
Administration. The department also published these 


statistics. 


The important development here for purposes of 
understanding the new transparency and accountability 
agenda is that the gainful-employment test was the first 
federal accountability policy to directly assess what 


graduates earn. It also sought to measure the "return on - 
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much students paid, albeit through the proxy of how much 
they borrowed. 


In another break from other quality-assurance rules, the 
gainful-employment test examined student outcomes by 
degree program. Under other rules, such as the cohort- 
default rate, a university is judged as a whole unit and 
passes or fails as such. But under the gainful-employment 
rule, each program's performance would be judged 
separately. It was the release of these program-level 
earnings and debt statistics that felled Harvard's theater- 
training program, although Harvard voluntarily shuttered it 


before sanctions would have taken. effect. 


Another prominent example of the new transparency and 
accountability agenda's focus on earnings data is the U.S. 
Department of Education's College Scorecard. This Obama- 
era initiative, which continues under the Trump 
administration, is a consumer-facing website that lists 
information about every college and university that receives 
federal funds. While the College Scorecard repackaged 
some information already published on existing consumer- 
facing government websites, such as prices and graduation 
rates, it is the first federal site to display the median: 
earnings of an institution's former students (10 years after 


enrolling) using income-tax data to construct the measure. 


The Obama administration initially wanted to rate 
institutions on these statistics and link grant and loan 


aliathility ta them President Qhama eaid he wanted ta 
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investment, or in his words, "bang for the buck." But after 
pushback from the hi gher-education industry and others, the 
administration concluded that the diversity of the higher- 
education sector makes such ratings too difficult. Releasing 
the College Scorecard as a consumer tool, rather than a 
ranking system, was as far as the administration would take 


the effort. 


The College Scorecard also provides new statistics on 
student debt at each college, such as typical debt loads and 
estimated monthly payments. It also indirectly compares 
debts to students' earnings by displaying the share of 
students who reduced the principal balance on their federal 
student loans three years after leaving school. But unlike 
the gainful-employment rule, the College Scorecard does 
not disaggregate debt and earnings data by program. 
Instead, it reports metrics for the entire college. Despite its 
limitations and lack of ratings or links to eligibility, the 
Obama administration believed that the new information 
the College Scorecard would provide directly to consumers 


could improve the higher-education market. 


The effects of the new transparency and accountability — 
agenda are also visible at the state level. Several states now 
publicly report limited earnings information for students 
who attended institutions of higher education in the state. 
Virginia and Florida, for example, match wage records 
collected through their unemployment-insurance programs 


to etirollment data provided by certain. colleges and 
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but sometimes at the more detailed program level. A few 
states, such as Florida, have even pursued limited policies 
that tie funding for institutions of higher education to 


earnings outcomes. 


In Texas, the public-facing UT System Dashboard allows 
users to select a degree program at public universities in the 
University of Texas system to see median earnings for its 
graduates one, five, and 10 years after earning their 
degrees. For example, the website shows that a psychology 
major graduating from UT Dallas typically earns an annual 
pre-tax income of $45,647 five years after earning a 
bachelor's degree. The site also provides some limited 
student-debt statistics regarding typical balances and 
estimated monthly payments alongside the earnings 
information in an effort to help consumers gauge 


affordability and return on investment. 


There are many limitations to these state reporting systems. 
The data may be "public," but it is not always easy to find 
or interpret. And just like federal efforts, the data can paint 
a less-than-complete picture of student outcomes. Some 
states may not be able to capture information on students 
from private universities, or those who move out of the 
state after school or who are self-employed. (The UT 
System Dashboard uses a unique partnership with the U.S. 
Census Bureau to address many of these limitations.) Some 
states’ data might focus on only one segment of the higher- 
education system or on workforce-training programs. Many 
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among universities and programs, but therefore exclude 


earnings for dropouts. 
THE NEXT AGENDA 


Supporters of the new transparency and accountability 
agenda are actively working to expand their 
accomplishments, especially at the federal level. These 
efforts range from filling holes in existing data sources to 
proposals that would impose tougher penalties on 


universities. 


The most notable policy proposal on this front is the 
College Transparency Act, originally sponsored by senators 
Orrin Hatch (who retired last year), Elizabeth Warren, Bill 
Cassidy, and Sheldon Whitehouse. It had a broad bipartisan 
list of co-sponsors and is sure to return in this Congress. 
The bill would repeal a 2008 law that prohibits the federal 
government from creating a "student unit record system" 
and then would create such a system. Defenders of the 
prohibition argue that it protects student privacy and guards 
against federal overreach and misuse of data. But the ban 
and similar laws make it difficult — if not impossible in 
some cases — for federal agencies to expand the 
information they publish about students attending colleges 


and universities. 


The earnings information reported in the College 
Scorecard, for example, covers only students who received 


a federal erant or loan because the ban prohibits the 
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earnings data for students who have not received federal 
aid. Obviously, that creates a major limitation since 46% of 
undergraduate students do not receive any federal grants 
and loans, and the number is much higher at some 
institutions. The College Transparency Act would address 
this limitation by requiring that colleges receiving federal 
aid share the necessary enrollment data with the 
Department of Education and that other federal agencies 
match those data with earnings records for all students. 
Median earnings and other statistics displayed in the 
College Scorecard would then cover all students who had 


enrolled at the college. 


One of the novel contributions that the gainful-employment 
rule made to the existing data on student outcomes was that 
it covered each program at an institution rather than | 
treating the institution as a whole unit. While the Trump 
administration cancelled the rule, it has shown interest in 
maintaining the program-level data collection and 
expanding it to cover all colleges and universities. The 
information would become part of the College Scorecard, 
which currently reports statistics only for institutions as a 
whole. That would make the site more useful for consumers 
and institutions of higher education alike. The Trump 
administration may also expand the College Scorecard to 
include graduate and professional degrees. Separately, 
Republicans on the House Committee on Education and the 


Workforce passed a bill in 2017 requiring the Department 
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available through a public "dashboard," although the bill 


never made it beyond the committee. 


Other proposals being developed at the federal level go 
further than simply collecting and publishing statistics on 
student outcomes. Some want tougher accountability 
standards and penalties — including loss of eligibility for 
federal funds — for colleges and universities with weak 
student outcomes. Re-instating the Obama administration's 
gainful-employment rule falls under this category, and so 
does a set of proposed policies collectively known as "tisk 


sharing." 


Under risk sharing, colleges and universities have "skin in 
the game" because they take on some of the financial risk 
that a student's degree does not produce an acceptable 
return in the labor market. These policies usually require 
colleges to bear some of the risk of unpaid federal loans, 
whether that means defaults or students' failure to reduce 
the principal balance over a given time frame. The 
"sharing" part is that colleges and universities would pay a 
penalty fee to the U.S. Department of Education that bears 


some relation to the dollar value of the unpaid loans. 


While these policies do not directly hold institutions 
accountable for what they charge in tuition and what 
students go on to earn, measuring loan repayment down to 
the dollar is clearly a proxy for such a metric. As Temple 


University economist Douglas Webber puts it in his risk- 
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incentivized to address), the amount of money that students 


borrow, and the labor market prospects of former students.” 


The risk-sharing concept is not merely an idea that 
economists champion. Lawmakers in Congress have 
sponsored risk-sharing bills in recent years, although none 
have become law. A notable example is the Student 
Protection and Success Act, sponsored in the last Congress 
by senators Jeanne Shaheen and Orrin Hatch, which links 
penalties for universities to the dollar value of unpaid | 
student loans. Even the Trump administration has endorsed 
the general idea of a risk-sharing system in annual budget 
requests to Congress, but as of this writing has not put forth 


a detailed proposal. 
CONCERNS AND CRITICISMS 


Not everyone is in favor of these policies. Perhaps the 

loudest objections have involved student privacy, a concern 
that critics raise in response to the government's.cxpanding 
its information collection and dissemination efforts beyond 


students who receive federal aid. 


That was the case that Representative Virginia Foxx, former 
chairwoman of the House Committee on Education and the 
Workforce, made in 2007 when she sponsored the ban on 
the student-unit record that is still in effect today. The 
American Civil Liberties Union and other privacy- 
advocacy organizations have also urged Congress to 


maintain the ban in recent vears. At least one maior trade 
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of Independent Colleges and Universities, has consistently 
supported the ban, while others have grown more 
supportive of the government's disseminating more 


information. 


Although arguments against an expansion of federal data 
collection tend to emphasize privacy, they often seem to be 
rooted in a deeper worry about what policies the 
government might enact using the new information. There 
are many steps the government can take to keep personally 
identifiable information from being exposed, such as 
suppressing information regarding particularly small 
programs or colleges. It is fair, however, to cast a wary eye 
on proposals that contemplate a system in which 
universities upload vast amounts of data about their 
students to the Department of Education. That is in fact 
how the College Transparency Act would operate (and also 
part of what the Spellings Commission recommended), but 
these proposals need not go that far. Matching information 
between two sets of de-identified data to report aggregate 
statistics on earnings does not require that universities turn 
their entire record systems over to the federal government. 
A narrowly tailored policy with privacy protections should 


be able to mitigate such concerns. 


Consider how the College Scorecard might be expanded to 
include students who do not receive federal aid. An 
institution of higher education would submit to the 


Department of Education a de-identified list of Social - 
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Treasury Department for those students. These students 
would then be included in the median-earnings figure 
reported for each institution of higher education in the 
College Scorecard. This is how the Department of 
Education currently collects the information for the College 
Scorecard, except that it uses information from each 
student's federal financial-aid record rather than from 


institutions. 


Another argument against expanding the government's data 
collection and dissemination is that it would be a wasted 
effort, taking up time and money that could be better 
allocated elsewhere. Prospective students and their families 
will not use it, critics argue. The main weakness in this 
argument is that it presupposes consumers are the only 
actors in a position to change behavior when new 


information becomes available. 


In fact, there are many actors who could use the 
information about the earnings of former students to. 
influence the higher-education market. State licensing 
bodies, accrediting organizations, boards of trustees, high- 
school guidance counselors, university presidents, 
administrators, and even faculty could all take action based 
on the information. Most universities themselves do not 
have this information, except for the few (usually 
prestigious graduate and law schools) that collect it directly 


through unreliable surveys. Watchdog organizations and the 
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universities to address weak programs, as in the case of 


Harvard's certificate in theater arts. 


While the arguments that expanding data collection could 
violate student privacy or that consumers might not use it 
are unconvincing, the concern that the information will 
become a means to expand government control is more 
compelling. The distinction between making information 
more widely available and expanding regulatory power 
based on that information can sometimes be blurred in the 
rhetoric of these debates. Calls for reporting more 
information about student outcomes are often intertwined 
with calls to crack down on institutions with unacceptable 
outcomes, The gainful-employment rule is a case in point. 
It involved two distinct policies: In one, the government 
collects and reports new information on student-earnings 
outcomes at the program level; in the other, the government 
uses that information to determine which programs are 


eligible for federal grants and loans. 


Using better information to protect students and taxpayers 
from sham colleges or guard against waste is a worthy 
objective, but there is a temptation for policymakers to see 
themselves as the arbiters of which educations lead to a 
good return on investment worthy of government money. 
Even right-of-center reformers can fall into this trap. One 
conservative organization, the National Association of 
Scholars, would go so far as to have the federal government 
dictate a limit on the ratio of administrators to faculty 


moembere at each mniveretty 
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try to exclude students majoring in English or philosophy 
from taking out government loans but extend subsidized aid 
to what policymakers believe (sometimes erroneously) are 
in-demand degrees with higher earnings potential. Thus, in 
the name of protecting students and taxpayers, 
policymakers end up picking winners and losers in the 
education marketplace by deciding who will receive 


government grants and loans. 


The risk that policymakers would do more harm than good 
in directing dollars seems high despite their intention to 
maximize returns for students and taxpayers. Even the 
Obama administration acknowledged it could not rate 
colleges and universities with federal guidelines because of 
the diversity of both the supply and demand in the higher- 


education market. 


Another concern is that directing dollars based on student 
outcomes will be driven as much by political and 
ideological agendas as the desire to maximize returns 
measured in dollars. This is not merely a theoretical risk. 
Many of the policymakers and advocates who say they 
want tough accountability standards to protect students and 
taxpayers from bad educational investments are 
inconsistent in applying these views. Leading advocates 
demanding tough accountability standards based on student 
outcomes are quick to exempt large swaths of higher- 
education providers, mainly community colleges but also 


institutions that serve many minority students. 
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Right-of-center policymakers and champions of free 
markets are often criticized for being soft on higher- 
education accountability because they defend the for-profit 
sector or question parts of the new transparency and 
accountability agenda. Those criticisms are partly justified, 
as we've seen, when it comes to the unconvincing case they 
make regarding privacy or the absence of consumer 
interest. But on the issue of sanctioning colleges and 
universities for bad student outcomes, they are no softer on 
colleges and universities than those on the political left. In 
reality, many of the advocates pushing for more data, 
transparency, and accountability have claimed the moral 
high ground on this issue without actually holding it, all 
while lambasting those who raise important objections. 


Consider the Obama administration's gainful-employment 
rule, which applied only to certificate programs and for- 
profit colleges. The gainful-employment rule allowed 
Democrats and the Obama administration to take a hard line 
on accountability even though they were intellectually 
inconsistent. Look no further than the now-shuttered 
graduate certificate program in theater training at Harvard. 
It would still be accepting students today had it only been a 
master's degree program, since master's degrees at nonprofit 
institutions were excluded from the 2017 data release. In 
the administration's defense, the Department of Education 
does not have the statutory authority to apply the rules to all 
public and nonprofit degree programs — but in eight 


hiidaet rannecte ta Canorace the adminictratinn never acled 
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administration took steps to exempt certain students and 
preferred programs in sectors that would otherwise have 


been covered by the gainful-employment rule. 


An early version of the rule, which measured student-loan- 
repayment rates instead of debt-to-income ratios, exempted 
borrowers in a special income-based repayment plan for 
public-service jobs. The exemption would effectively treat 
these students as if they were making progress paying down 
their debts even if they were not, meaning that programs 
with low loan-repayment rates could pass the test imposed 
by the rule if a small share of their students were pursuing 
jobs in public service, which was broadly defined to include 
all government jobs as well as any position at a 501(c)(3) 


nonprofit organization. 


Again, the inconsistency is clear. The early version of the 
rule deemed low loan-repayment rates to be indicative of 
low earnings and thus a bad return on educational 
investment. But if those low earnings were earned in a 
politically favored job, the program was given a pass. Two 
programs with identical student outcomes would thus be: 
treated differently for largely ideological reasons. 
Nevertheless, the same progressive activists who 
championed the gainful-employment rule also lauded the 
carve-out because it would, in their words, "ensure schools 
are not penalized for preparing students for public service 


careers." 


146 


AAUOLICL CACLUIPLION HICOPPOPralcu LILO Luc Lilla) Balu Li- 
employment rule relied on a statistical sleight of hand. 
Recall that the gainful-employment test measured a cohort's 
median student-loan payments against median or average 
earnings. Despite charging relatively low tuition, many 
community colleges have weak loan-repayment rates that 
are comparable to those at private for-profit colleges. But 
the gainful-employment rule included a provision that 
masks those problematic outcomes. It counted the earnings 
of students who did not take out loans (but who did receive 
federal Pell Grants) in the test. This meant that programs 
where a small share of students borrowed — found mainly 
at community colleges — would appear to have better 
outcomes than programs where most students borrowed, 
even if students from each went on to earn the same 


incomes after completing the programs. 


The focus on loans rather than prices creates the disparate 
treatment. Policymakers often want to make student debt, 
and the federal student-loan program in particular, the focus 
of every accountability regime. This is the case for not just 
the gainful-employment rule, but also the existing cohort- 
default rate and the yet-to-be-enacted risk-sharing 
proposals. But by construction, loan-based measures 
exclude government grants, state general funding for public 
universities, and a student's own cash contribution. When 
the goal is to protect federal dollars, one could make the 
case for excluding the latter two types of funding, but it 
makes little sense to exclude the $31.6 billion federal Pell 
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year, from an accountability system that measures return on 


investment. 


Community colleges also benefit from another intentional 
carve-out in the loan-based accountability measures. The 
cohort-default-rate test originally included a de minimis 
clause for colleges and universities with less than 10% of 
their students borrowing federal loans. These institutions 
could use a "participation rate index" to weigh what might 
be high default rates against their low share of students 
borrowing. The idea was that the college shouldn't be held 
accountable based on the loan performance of such a small 
share of its students — even if it is a measure based on all 
of the students who took out loans. In 2008, Democrats in 
Congress quietly raised this threshold to 20% so that more 
institutions, presumably community colleges, with high 
student-loan-default rates would maintain eligibility for 


federal student loans. 


Despite the exemptions for favored colleges and 
universities, a few institutions manage to run afoul of the 
standards. In these cases, policymakers on both sides of the 
aisle have simply changed the rules on the fly to create 
additional exemptions. Most recently, Senate majority 
leader Mitch McConnell attached a rider to a 2018 
appropriations bill that exempted a community college in 
Kentucky whose student-loan-default rate was high enough 


to make it ineligible to continue offering loans, The actual 
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fact that the college is located in one of the most 


economically distressed counties in the country. 


The Obama administration did something similar in 2014 
and 2015 when several community colleges and historically 
black colleges and universities would have tripped the 
cohort-default-rate limit. The administration took the liberty 
of excluding students who had defaulted but who held loans 
under two different federal programs from an institution's 
cohort-default rate — arguing the students may have been 


confused about their loans, which caused them to default. 


The risk-sharing proposals that have gained popularity in 
policy discussions also include exemptions and carve-outs. 
Because risk-sharing applies only to student loans, students 
at a particular institution who finance their educations with 
Pell Grants alone but who experience weak labor-market 
outcomes are exempted from the entire accountability 
regime. Some risk-sharing proposals, such as the Protect 
Student Borrowers Act of 2017 sponsored by Senator Jack 
Reed, exempt from any risk-sharing penalties historically 
black colleges and universities and institutions that serve a 
high percentage of minority students. Many observers are 
surprisingly tolerant of these policies that let institutions off 
the hook for weak student outcomes provided those 
students are from low-income families or are members of a 


minority group. 
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create lower standards for colleges serving disadvantaged 
students is one advanced by the Center for American 
Progress. It would give universities a bonus for enrolling 
students from certain demographic groups and charging low 
tuition but also impose risk-sharing penalties. For 
community colleges with weak student-loan outcomes, 
which trigger high risk-sharing payments to the 
government, the bonuses for enrolling low-income students 
and charging low tuition would largely offset any penalties. 
As the authors put it, "Absent these bonuses, hundreds of 
institutions — particularly community colleges — would be 
asked to make unfair risk-sharing payments that fail to 
acknowledge that the school did better than expected." 


The litany of carve-outs and exemptions show that 
accountability hawks want to hold only some colleges 
accountable in some circumstances. Advocates of the new 
transparency and accountability agenda may demand 
tougher sanctions for weak student outcomes, but they are 
just as likely to make excuses for those weak outcomes 


when ideologically convenient. 
A PROPER ROLE FOR GOVERNMENT 


Until recently, the idea of assessing colleges and 
universities based on the earnmgs outcomes of their 
students, by each degree program, was mostly abstract. The 


capability of government agencies to gather and 
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emerging. But like all new opportunities that could improve 


public policy, this one also poses risks and challenges. 


There is certainly a unique role for government in making 
this new information available. No private entity has access 
to reliable and comprehensive information on what former 
students at a given university, in a given program, go on to 
earn in the job market. Meanwhile, states and the federal 
government are committing hundreds of billions in direct 
funding, grants, loans, and tax benefits to students and 
institutions of higher education each year. At the same time, 
students cite employment goals as their main reason for 


pursuing post-secondary education. 


These facts make a strong case for policymakers to 
continue collecting earnings information and expanding 
efforts to make the information available to the public. 
Higher education is a diverse market with many actors who 
are in need of this vital information, but they will go 


without it absent efforts by policymakers. 


The question of ow the government should use this new 
information to protect students and taxpayers from the risk 
that a degree or certificate program does not pay off is more 
complicated. The hidden and explicit exemptions that riddle 
higher-education accountability systems are, on the one 
hand, unfair and harm the very students the system is said 
to protect. On the other hand, they are an attempt to make 


an accountability system fit the diversity of the higher- 
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to all types of students, many of whom are seeking a second 


chance. 


Given those competing goals, policymakers will be hard 
pressed to develop an accountability system — especially at 
the federal level — based on earnings outcomes that treats 
all students and institutions fairly and consistently. The risk 
is that they opt for many different standards to factor in 
many different situations, which leads to technocratic 
formulas that policymakers claim will produce a more 
acceptable return on our collective and individual 
investments in education. Elected officials and civil 
servants are simply unlikely to be able to develop a formula 


that accomplishes anything of the sort. 


This leaves right-of-center reformers with two possible 
positions to take on the new transparency and 
accountability agenda. On the one hand, they could support 
policies that use the government's unique resources to 
collect:and disclose more information about prices and 
student outcomes at colleges. Consumers and other actors 
would use this information to make better decisions on both 
the supply and demand sides of the marketplace. But the 
government should not link subsidies or aid eligibility to 
these data except to establish a floor that guards against 
diploma mills, widely recognized fraud, or severe 


administrative negligence. 
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harder line than that of many who support the new 
transparency and accountability agenda by setting a simple 
standard for programs at colleges based on student 
outcomes, possibly one that gauges only what students pay 
in tuition and then earn in the labor market. In contrast to 
current policies and proposals, this standard would not 
include any exemptions. It would apply to all programs at 
all institutions. Programs that fail the test would lose 
eligibility for government funding or be required to pay a 


risk-sharing penalty. 


Right-of-center reformers do not need to agree on which 
one of these is the superior position. Either would be 
consistent with their principles. Making information 
available to all and treating all recipients of government 
student aid the same would both be important steps 


forward. 


Jason Delisle is a resident fellow at the American 
Enterprise Institute, where he works on higher-education 


financing with an emphasis on student-loan programs. 
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Yop headlines for April 3, 2079 


Congressional hearings on the Hill continue to 
and jeopardize how veteran students, like myself, can leverage our GI bill 
benefits, which is why l feel compelled to speak out. 


itis time for our leaders'to stand up for student. veterans everywhere and 
respect their pursuit of education using their hard-earned benefits,.no 
matter what type of college or educational institution they choose. | 
believe this not just because f am a student veteran, but becdtise my 
career has been defined by serving both my country and my fellow 
servicemembers and veterans, and | know how important education is to 
these men and women. 


} arn honored to have served in the United States military since. 2010, and 
to continue to serve to this day. 1am a proud life member of the Veterans 
of Foreign Wars of the United States (VFW) having served in combat under 
hostile fire, | have held an education policy position with VFW snd am now 
with the Enlisted Association of the National Guard (EANGUS). | have lived 
and breathed many of the most difficult issues that our nation’s veterans 
gtappie with, and that is why | beHeve we must press policymakers not td 
restrict the choices in education that so many of us depend on to advance: 
in cur lives. No matter what school they are interested in, whether for- 
profit or nonprofit, public or private, veterans must be free to choose the 
institutions that best fit their lives and needs. 


Too oftan | have sesn partisan politics play out or the backs af. American 
troops: in debating which wars are fought, whether PTSD should be 
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We must support veterans and not politicize their education | TheHill 


considered a medical condition, and now. which schools should be 
maligned. To be clear, there are indeed schools out there that employ 
predatory practices like price gi ing, and inaccurate 
employment prospects. But But the: CTOSs every sector ‘of 
higher education, and | believe in holding all these institutions 
accountable. 


However, under the guise of protecting veterans, some veteran groups are 
targeting institutions based purely on their tax-status-and ignoring 
holding other collegés ta the same standards despite poor outcomes. 
Why are we, as a community of veterans and advocates, slandering an 
entire sector of education without any regard for the actual outcomes? 


Sadly, in far too many instances, the answer is politics. There is a 
dangerous trend in much of our current political debate aimed at 
portraying hearly all for-profit endeavors as inherently evil and predatory. 
Why are we as a nation ignoring the great number of underperforming 
public institutions, and not holding state-funded schools accountable for 
their spending practices? There are many public colleges that have 
graduation rates far below the national average. As Congress moves to 
shape a comprehensive, bipartisan bill to reauthorize the Higher 
Education Act of 1965, we must fight for increased oversight and. 
transparency for all colleges across all sectors, because-our veterans 
attend them all. 


| know firsthand that the men and women who serve or have served in our 
nation’s military are more than capable of choosing the school that is right 
for them, As.a country, we need-to stop perpetuating the demeaning idea 
that we are “broken” or in need of special guidance and protection. 
Restricting where and how veterans use our earned benefits disraspects 
the sacrifice and effort we made to earn it. While someargue that Gl Bill 
benefits are government subsidies and should be counted as such, this is 
simply wrong and those of us who put our life on the line for our country 
know this mischaracterization could jeopardize these essential benefits in 
the future. 


Student veterans choose to go to schools that are committed to. serving 
their unique needs; institutions like the University of Maryland, which 
offers comprehensive, adaptive programming and paid internships 
specifically tailored for veterans; the Pennsylvania Gunsmith School, 
which has specialists on staff that help the student veteran navigate their 
military benefits; Monroe College, which is committed to serving those 
that have limited resources and sponsoring a. vibrant veteran 


veterans for their initia training and experience. Student veterans do 
not choose schools based on a school’s tax-status, but-on the institution's 
ability to serve them best, Disparaging an entire sector of higher 
education demeans the hard work student veterans put In each day to 
better themselves and earn a degree. 


Daniel Eikins is the Legislative Director of EANGUS, the only group 
organized to specifically represent the interests of the enlisted mén-and 
women of the National Guard since 1972, as well as.a proudly serving 
Green Beret. 
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"If anything, increases in 
financial aid in recent years 
have enabled colleges and 
universities blithely to raise 
their tuitions, confident that 
Federal loan subsidies would 
help cushion the increase. 

: In. 1978, subsidies became 
available to-a greatly expanded 
number of students. In 1980, 
college tuitions began rising 

~ year after year at a rate that 
exceeded inflation. Federal 
student aid policies do not 
cause. college price inflation, 
but there is little doubt that 
they help make it possible." 


— William J. Bennett, 1987 


December 2017 
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Executive Summary 


©. In 1987, then-secretary of education William J. Berinett 
penned an article in the New York Times entitled “Our 
Greedy Colleges.” In it, he wrote, “If anything; increases 
in financial aid in-recenc years have enabled colleges and 
universities blithely to raise theit tuitions; confident that 
Federal foan subsidies would help cushion the increase.” 


©» This'study synthesizes empirical findings fiom 25 articles 
published since 1987 in peer-reviewed journals or by’ 
respected economic research, institutions, The studies. 
focus on the empirical evidence for Bennett's theory. 


O- Of the 25 studies surveyed, a majority found some effect 
of federal subsidies on the price of higher education in 
at least one segment of the higher education imarker; 


©. Based on these findings, we make policy recommendations 
to help slow the growth of university tuition and fees, 


THE JAMES G,. yy 
MARTIN CENTER == 


FOR ACADEMIC RENEWAL Imma) 
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introduction 


For neatly half'a century, the cost of higher education has risen faster than the pace.of inflation. Between 
1978 (the first year in which college tuition had its own CPI category) and the third quarter of 2017, the 
price of tuition and fees increased by 1,335 percent.’ This rate of growth exceeded that of medical costs (704 
percent),? new home construction (511 percenit)? and the Consumer Price Index for all irems.(293 percent).4 


Skyrocketing Tuition and Fees 
A Comparison of Consumer Price Indexes Across Sectors 


== College Tuition and Fees == Medical Care = Housing = Ali lems. 


100% 


And the number of student borrowers increases every year, In. 2015, 68 percent of new 
gtaduates left college with student loan debt, up from 57 percent in 2007.5 


A major contributing factor to this explosion of debt is that the bar to receive a federal loan is 
exceedingly low, The federal government issties student loans to any student who attends a qualified 
and accredited institution and meets minimal criteria, Federal loans require no credic check and. 

no collateral. In fact, it is even illegal for colleges to weigh factors such asa student's program 

of study, borrowing history, or high school academic record to determine loan amounts. 


Deepest enn 


1, United States Bureau of Labor Statistics, CPI-U; U.S. City Average; College Tuition and. Fees; 1982- 
84=100; SA. Raw data. (Washington DC; U.S. Bureau of Labor Statistics, October 15, 2017). 


2, United States Bureau of Labor Statistics, CPI-U; U,S. City Averages Medical Care; 1982-84=100; 
SA. Raw data, (Washington DC;.U.S, Bureau'of Labor Statistics, October 15, 2017), 


3, United States Census Bureau, “Median and Average Sales Prices of New Homes Sold in: United States.” 2017; 


4, United States Bureau of Labor Statistics, CPI-U: U.S. City Average; All Irems; 1982-84=100; SA. 
Raw data. (Washington DC: U.S, Bureau of Labor Statistics, October 15, 2017). 


5. The Institute for College Access and Success, Student Debt and the Class of 2015, 2016. 


The Bennett Hypothesis Turns 30 
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‘The steep increase in the cost of tuition has precipitated myriad downstream problems. 


A significant number of students now graduate (or fail to graduate) with debt levels incommensurate with 
their earning potential. Many.students at community colleges, for-profit institutions, and non-selective 
public and private universities default on their debt or otherwise fail to make progress towards loan 
repayment. Three years after leaving college, just 41 percent of borrowers have avoided default and paid 
at least one-dollar on their principal balance, At five years, that statistic grows slightly—to 47 percent.§ 


‘The profligacy does not end when students reach the limit of their borrowing fronx the 
government. Almost one-fifth (19%) of the Class of 2015's debr nationally was comprised of 
nonfederal loans.7 Many students who use tionfederal loans do so because they have already 
borrowed the maximum federal loans allowed. These loans often ofiginate from private 
banks, where rates are higher to account for the significant risk of nonpayment. 


‘This debr has consequences for individual debtors and the national economy. Some barrowers 
have accutiulated very large balances; in 2014, four percent oF borrowers had balances over 

- $100,000 .and 14 percent had balances over $50,000.8 Many debtots, regardless of the size of their 
outstanding balances, report that they have postponed major life events—including marriage, 
children, and home ownership—because of their high levels of student debt.? Their delay, in turn, 
reduces overall consumption and contributes to the economic stagnation of recent years. 


And it is not just young people who are adversely impacted. by the high borrowing levels. 

In 2012, senior citizens held $36 billion in student loan debt,'* for which the federal 
government can garnish their Social Security payments. In 2015 alone, the government took 
$171 million in Social Security payments from older Americans who defaulted on student 
foans.1} The niajority of that debe (73 percent) is for a child or grandchild’s education, 


‘These problems were anticipated as far back as the 1980s. In 1987, then-Secretary of Education William 
J. Bennett wrote a prescient op-ed in New York Times, entitled, “Our Greedy Universities.” In the article, 
he explained, “If anything; increases in financial aid in recent years have enabled colleges and universities . 
blithely to raise their tuitions, confident that Federal loan subsidies would help cushion the increase.”}2 


In.other words, federal student aid encourages tuition inflation. The mechanism is not hard.to 
grasp. Private colleges, like all customer-oriented organizations, adjust their prices according to 

_ what the market will bear. In simple terms, if an institution's typical student has $1,000 to spend 
on'education, the school will charge tuition of $1,000. If seudents gain access to another $1,000 for 
education from. grants or loans, the:school will raise tuition to $2,000 to. capture the full amount. 
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6, Robert Kelchen, “How Much Did a Coding Errar Affect Student Loan Repayment 
Rares?” Kelehen on Education (blog), January 13, 2017. 


7. The institute for College Access and Success, Student Debt and the Class of 2015, 2016, 


8, Adam Looney and Constantine Yannelis, A Crisis in Student Loans? How Changes in the Characteristics of Borrowers andint 
the Institutions They Attended Contributed to Rising Loan Defaults, Washington, DC: Brookings Institution, 2015. 


; 9, AICPA, “One-Third of College Students Say They'll Live at Home Post-Graduation Due-to Loan Debr,” Noy, 12, 2015. 


10. Mera Brown, Andrew Haughwout, Donghoon Lee, Maticar Mabutas and Wilbert van der 
Klaauw, “Grading Student Loans,” Liberty Street Economies (blog), March 5, 2012. 


11, Government Accountability Office, Sociul Security Offiets: Improvements to Program Design Could. 
Better Assist Older Student Loan Borrowers with Obtaining Permitted Relief, December 2016. 


12, William J. Benuett, "Our Greedy Colleges," The New York Tints, February 18, 1987. 
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TYPES OF AID 
Loans mist be repaid. Granis are free gifts. 


*- Graduate PLUS Loans: The Graduate PLUS loan 
program, open to graduate students who take out loans 
to finance graduate school, enables students to borrow 
up to the full cost of attendance at a giver school, 
tess any other aid received. During the 2011-2012 
academic year, the PLUS loan program provided 360,000 
Braduate students with an average loan of $19,958, 


Federal Loans 


. © Direct/Stafford Loans: Money loaned 
from the federal government to the 
student; Approximately $95.9 billion 
was awatded in loans for FY 2015, 


* ‘Subsidized Loans: Loans available to 
undergraduate students at a favorable 
interest rate. The federal government pays 
the interest on payments while the student 
attends school and for a few months upon. 
Braduation. Only ‘students with displayed 
financial need can qualify for subsidized 
loans, and loans canronily bé received 
for 150% of the time it should take to - 
graduate from the academic program (e.g,, 
six years of loans for atteriding a four-year 
university). Students cannot accrue more 
than $23,000 in subsidized Stafford Loans 
throughout their undergraduate studies, 


Federal Perkins Loans: Undergraduate students can borrow up 

to $5,500 per year ($27,000 total) ditectly from the university. 
Graduate students can borrow up to $8000 a year ($60,000 total), 
Money is only available to students with exceptional finaricial need. 
In FY 2045, the federal government awarded approxiniately $4.2 
billion to the universities to distribute as loans. 


Federal Grants 


© Pell Grant: The most commion grant program from the federal 
government. Pell Grants are awarded to undergraduates with 
a clear financial need. The amount. awarded is contingent 
upon the extent of financial need, the cost of attendance, 
and Status as a full-time or part-time: student. The maximum 
award for the 2017-48 school year is $5,920. All students 
who demonstrate financial need and nieet the eligibility 
requirements are awarded with Pell grants. Pell grants: can 
be received for a maximum of 12 semesters, Approximately. 
$29.9 billion in Pell Grants were. awarded in FY 2015. 


* Unsubsidized Loans: The federal 
government-does not cover the interest of 
these loans for any grace period. Students 
do not need to demonstrate financial 
need. and can receive these loans for as 
many years as they are enrolled. These ©. Federal Supplemental Educatianal Opportunity Grant 
loans are available:to undergraduate (FSEOG): Only available for undergraduate students, Each 
and graduate students alike. In total, school is awarded a specified amount of funds from the 
undergraduate and graduate Stafford federal government to be spent’on student ald, The schools 
Loans cannot exceed $438,500. awards the grants to students with 'significant financial 

need. FSEOQGs are first-come, first-serve! when the funds. 

run out;.no more grants are available for the year; Awards 


* ©. Direct PLUS Loans: Part B of Title IV of the 
vary between $100 and $4,000 annually, Approximately 


Higher Education Act authorizes. the $24 
billion PLUS loan program, which provides 


‘federal loans to graduate students and 
the parents of undergraduate students. 


Parent PLUS Loans: Parents of 
undergraduate students are able to 
borrow up to the cost of attendance 

at a given college. During the 2014~ 
2012 academic year, the PLUS toan 
program provided 879,000 parents 

of undergraduate students with an 
average of $12,575. There is no limit 
(either in number of years or aggregate 
dollars) on how much a parent can 
borrow, and the loans are available in 
addition to federal loans that are already. 
available to the students themselves. 


$730 million were appropriated as FSEOGs in FY 2045.. 


TEACH Grant: Undergraduates and graduate students 

are eligible for TEACH Grants if they pursue a career in 
teaching. Recipients can be awarded up:to.$4,000'a year 
if they agree to teach in a “high need field” and/or serve 
low-income students for four years within eight years of 
graduating. Potential recipients. must display financial 
need, and they must meet.GPA and standardized test 
requirements. About $91. million awarded in FY 20:15. 


iraq and Afghanistan Service Grants: Available for 
students whose parent or guardian died in military 
service In lraq- or Afghanistan and whose family income 
exceeds the limit to be eligible for Pell. Grants. Students 
must meet remaining Pell Grant requirements, and the 
awarded amount is equivalent to that of a Pell Grant, 
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Ac the time Bennett formulated his hypothesis, very litde data existed about the effects of federal 
spending on higher education, But Bennett's intuition was sound. Writirig for the National 
Bureau of Economic Research in 2004, Bridget Terry Lotig examined evidence that states 

and institutions change their policies in response to spending on federal financial aid: 


In fact, many states did react to the introduction of the tax credits by consideting ways to 
capture the federal resources available through the new tax credits, In-a report from California's 
Legislative Analyst's Office, Turnage (1998).. suggests increasing fees at public colleges in 
California. He asserts that the tax credits would offset the increase for richer students while 
financial aid could be given to offset the effect for low-income students. According to his 
calculations, an increase from $360 to $1,000 at.the community colleges would increase finding 
to these:schools by over $100 million annually without affecting the California state budget. 


It may be thar state systems and private colleges indeed raised tuitions to capture federal money 
through tax credits, as suggested by Turnage in the above passage. In the preceding chart, note 
how there was asharp increase in the rate of growth of student debt in the early “aughts.” 


Economist Howard R. Bowen laid the foundation for Bennett's understanding of 
the relationship beeween aid and tuition in 1980, He explained his his book, Costs 
of Higher Education, a revenue theory of cost for university spending. 


He wrote: 


wat any given. time, the unit cost of education is determined by the amount of 

revenues currently available for education relative to enrollment. The statement is more.” 
than a tautology, as it expresses the fundamental fact that unit cost [i-¢., the cost of 
education] is determined by hard dollars of revenue and only indirectly.and distantly 

by considerations of need, technology, efficiency, and market wages and prices, 13 


His theary can be summarized into these four rules: 
1, The main goals of higher education institutions are excellence, prestige, and influence, 


2. There is virtually no limit to the amount of money colleges and universities can spend 
to-increase these qualitative and reputational improvements, (eg., the spending can go 
to more administrators, better buildings, employment of “star” scholars and reseatchers, 
impressive athletics programs, or even expensive marketing or “branding” efforts.) 


3. Each institution raises:as much money as it can—including in the form of tuition. 


4, Because there is no profit that is disbursed to sharcholders, as there would be with private 
corporations, and therefore no need to hold down costs, the institution spends all the money it raises, 


In short, institutions have strong incentives to capture increases in federal scudent aid in order to spend more 
_ on “prestige.” Robert Martin further explored the relationship between Bennett's hypothesis and Bowen's 
observations in a paper for the Martin Center in 2009, “The Revenue-to-Cost Spiral in Higher Education.” 


ai 
13. Howard R, Bowen; Costs of Higher Education: How Much Do Colleges and Universities Spend Per 
Student and How Much Should They Spend? (San Francisco, CA: Jossey-Bass Inc., 1980); 19. 


14, Robert Martin, The Reoense-to-Cosr Spiral in Higher Education, (Raleigh, NC: 
‘The James G. Martin Center for Academic Renewal, 2009): 
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Despite the strong theoretical basis for Bennett’s hypothesis, several current practices may 
complicate-the relationship benween loans and tuition. In 2012, Andrew Gillen proposed an 
updated version of the hypothesis, which incorporates Bowen's rule, in a paper for the Center for 
College Affordability and Productivity. He suggested three key refinements to Bennett's theory. 


1, Different types of aid affect tuition prices differently. 
2. Tuition caps and price discrimination weaken the link between aid and tuition. 


3, Scholars must examine both dynamic and static considerations when 
quantifying the relationship beoween aid and tuition. 


In the thirty years since Bennett's famous editorial, 25 empirical analyses have been performed 
examining his eponymous theory. This paper summarizes those findings and makes evidence-. 
based. policy recommendations to address the problem of tuition inflation. 


Findings 


A previous review of available literature on the Bennett Hypothesis, conducted in 2003,!5 found that 
estimates of the impact of federal aid on public tuition level range from negligible to as much as 50 
percent of the increase in aid, Since then, further studies have analyzed fourteen additional years of 
data and significantly enhanced our understanding of the effects of financial aid on tuition, A study: 
by Donald Heller in 2013 for ACE reviewed eight studies on the Bennett Hypothesis published 
between 1991 and 2012 and concluded that the findings were limited and ambiguous.'® 


This Martin Center study adds to the literature by incorporating evidence both for and against the 
Bennett Hypothesis and weighing the evidence. It syrithesizes findings from 25 articles published 
since 1987 in peer reviewed journals or respected economic research institutions or universities. 
‘The studies focus on the empirical evidence for Bennett’s hypothesis that federal financial aid 
drives up the price of college and university tuition. They are listed. at the end of this paper. 


‘Two important studies that came out earlier this year aided our efforts greatly. Mark J. Warshawsky 
and Ross Marchand,'? writing for the Mercatus Center at George Mason University, did. 

an extensive review of the literature in support of the Bennett Hypothesis, Additionally, the 
Heritage Foundation included a discussion of the hypothesis in its paper “Private Lending: 

The Way to Reduce Students’ College Costs aind Protect America’s Taxpayers.”!8 


Of the 25 studies surveyed, seven found no Bennett effect whatsoever, Three of the sever were among 
the earliest studies in the sample, and thus relied on the smallest sample sizes in. terms of number of 
years analyzed, Another of the seven found no effect between increases in the maximuta Pell grant 
awarded and increases in tuition. But this is to be expected since the maximum Pell grant award 

is already considerably lower than tuition at most public and private four-year institutions. 


ener neerereenne neem 

15. Michael T. Rizzo and Ronald G. Ehrenberg, “Resident and Nonresident Tuition and Enrollment at Flagship State 
Universities.” In College Choices: The Economics of Where to Go, When to Go, and How 10 Pay for It, edited by Caroline 
Hoxby. A National Bureau of Economic Research Report (Chicago: University of Chicago Press, 2004), 

16, Donald Heller, Does Federal Financial Aid Drive Up College Prices? (Washington, 
DC; American Council an Education; April 2013), 

17. Mark J, Warshawsky and Ross Marchand, Dysfiuetions in the Pederal Financing of 
Higher Education (Washington, DC: Mercatus Center, 2017). 


18. Mary Clare Reim, Private Lending: The Way to Revive Students’ College Coxts.and Protect 
America’s Taxpayers (Washington, DC: Heritage Foundation, 2017). 
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Fourteen studies, a clear majority, found some positive effect 
of federal subsidies on the price of higher education in at 
least one segment of the higher education market. 


oo — y ; 


The most recent study to find no Bennett effect (Kelchen 2017) analyzed the ielationship 
between increases in federal student loan limits and law school tuition. The author suggests 
‘that the lack:-of correlation could be because students shifted from private loans to PLUS 
foans.and thus already had access for loans up to the full cost of attendance. 


Fourteen studies, a clear majority, found some positive effect of federal subsidies on the price of higher 
education in-at least one segment of the higher education market. Many of these found support 
for the Bennett Hypothesis across all segments of the market—public, private, and for-profit, 


‘The effects range considerably in size and explanatory power. For example, Frederick et al (2012) find 
“at most very limited evidence in support of an expanded Bennett hypothesis” in community colleges 
while Cellini and Goldin (2012) find that differences in tuition prices at for-profit institutions map 
very closely to the average amount of federal grant aid received. by students at the institutions, 


In the Student Aid Game (1998), McPherson and Schapiro show that public colleges and universities 
incteasé tuition by $50 for every $100 in aid. Lucca’et al (2015) say it’s more. They. find “a pass- 
through effect on tuition of changes in subsidized loan maximums of about 60 cents on the dollar,” 


One of the studies that founda positive effect, Curs and Dar (2010), also found a negative 

effect; between merit-based state financial aid and listed tuition prices av public-and private 
institutions. They posited chat this finding was a result of institutions competing to attract high- 
performers and academic superstars—an effect that is not generalizable to. other types of aid. 


‘The remaining four studies found negative effects. 


In some cases, the findings were contradictory. For example, some studies found that tuition 
is more sensitive to federal grant aid than federal loan aid while others presented the opposite 
finding, But taken together, the research suggests that it is likely that federal financial 

aid does enable or contribute to increases in tuition, probably to a large degree. 


Across all types of institutions, more studies found that loans contributed to increases in tuition than 
did grants, This is likely because the maximum Pell grant is less than the published price of tuition at 
almost.all public and private four-year institutions. The effect was more pronounced at expensive schools 
(such as private four-year institutions) than at affordable ones (such as public community colleges), 


As Gillen noted in his 2012 paper, the effect was also more marked at for-profit institutions 
than at public and private nonprofit institutions, At public institutions, this is due to tuition 
caps and strong political pressure to keep tuition low. At private nonprofit institutions, it 

is due to the common practice of price discrimination. (Price discrimination is the practice 
of charging students different prices based on their ability and willingness to pay.) 


‘Table 1 shows the correlations demonstrated by 24 recent scholarly investigations of the 
Bennett hypothesis. (The citation count is indication of an article's academic influence.) 
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Implications 


‘The evidence in favor of the Bennett Hypothesis is compelling, Ir is most likely that federal 
financial aid significantly increases the cost of college, possibly across all sectors. Scholars 
should continue to study the issue to further refine federal, state, and institutional policy, 


In light of this evidence, the federal government and individual states should 
begin to-alter their financial aid policies now in order to: 


1, Put downward pressute.on tuition prices; 


2. Focus aid on universities and students where there is genuine need so that 
federal money is not simply an addition or supplement to money that is 
already available, (e.g. lending to wealthy students or institutions); 


3, End or minimize subsidies that are artificially increasing demand for 
higher education and/or tolerance for higher prices. 


‘The specific policies that can accomplish these aims are: 


©. Eliminate Graduate and Parent PLUS loans: ‘These are the types 
of loans most likely to drive tuition increases. 


* Undergraduate and graduate students already have access to up to $138,500 in federal 
loans through the Stafford Loan program, Students enrolled. in school to become 
healthcare professionals can borrow up to $224,000. The federal governmetic should 
not encourage or enable borrowing above those already generous amounts. 


* Loans to parents are even less circumscribed. There is no limit on how mucha parent 
can borrow, These loans are available to parents of students who have already maxed 
out their own federal borrowing. ‘The availability of such loans has resulted in families 
incurring substantial debt, while failing to ease the cost of college over time. 


© Focus on Pell grants (instead of loans). 


* Going forward, the Department of Education’s main focus should be on Pell 
grants to the nation’s neediest students. Such grants, which are limived.in. scope 
and size and meet a true need, are the least likely to encourage colleges and 
universities to raise tuition. Loans should be of secondary importance, 


ee 


The evidence in favor of the Bennett Hypothesis is compelling. 
It is most likely that federal financial aid significantly increases 
the cost of college, possibly across all sectors. 
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O Change the student aid eligibility formula. 


* Use'the Median Cost of College instead of the ‘Cost of Attendance (COA) at 
individual institutions to calculate financial need, Using COA discourages students 
from choosing less expensive schools since the current “need” formula awards 
students more money when they attend institutions wich higher tuition. 


O Make private student loans subject to bankruptcy laws. 


* Making private student loans dischargeable in bankruptcy would give private lenders 
incentives to tighten lending standards and lower the maximum float amounts. 


O Cap the growth of tuition and fees-at public colleges and universities. 


« Public colleges and universities should limit the growth 
in tuition and fees tothe rate of inflation. 


©. End subsidies for federal student loans. 


* Lucca ét al (2015) found that subsidized loans drive'up tuition to 
a far greater degree than other forms of student aid. 


O Improve students’ understanding of student loan borrowing and debt obligations. 


« One possible solution is for other states to adopt a version of a 2015 Indiana 
law (H. 1042) requiring postsecondaty educational institutions that enroll 
students who receive state financial aid to atinually provide each student 
with certain information concerning the'student’s education loans. 


©. Demand that institutions have “skin in the game.” 


* Institutions should havea share in the credit risk of every student who takes out a 
loan to attend the institution. This would put pressure on universities to keep tuition 
low and offset some of the:artificial pressure.on demand for higher education. 


Conclusion 


College tuition, student debt, aad university spending have increased almost unchecked for almost half 
acentury; Students, parents, faculty, and the American economy have suffered as a consequence. 


‘The Bennett Hypothesis, with some modern nuances, explains at least part of the problem and 
directs decision makers at the state, university, and federal levels to solutions that will work to slow 
tuition increases and stem the tide of runaway student debt and profligate university spending, 


Congress, state legislators, and university administrators must act to make college 
affordable and accessible and to head off the looming student loan crisis. 


December.2017 


42 


165 


Studiés included in the Analysis 


Acosta, Rebecca J. “How Do Colleges Respond to Changes in 
Federal Studetit Aid?” Working paper, Department of Economics, 
University of California at Los Angeles, October 2001. 


Archibald, R. B., & Feldman, D. H. Why Does College Cost So 
Much? Oxford: Oxford University Press, 2011. 


Cellini, Stephanie Riegg, and Claudia Goldin. “Does Federal Student 
Aid Raise Tuition? New Evidence on For-Profit Colleges.” American 
Economic Journal: Economic Policy 6, 10. 4 (2014); 174-206. 


Cunningham, Alisa R, Jane V. Wellman, Melissa E. Clinedinst; arid Jamie 
P. Merisotis.(Project Officer: C. Dennis. Carroll), Study of College 
Costs and Prices, 1988~89.to 1997-98, Volume 1. National Center 
for Education Statistics 2002-157, Washington, DC: 2001. 


Curs, Bradley R., and Luciana Dar. "Do Institutions Respond Asymmietrically 
to Changes in State Need- and Merit-Based Aid?“ November 1, 2010. 


Epple, Dennis, Richard Romano, Sinan Sarpsa, and Holger Sieg, “The U.S. Marker 
for Higher Education: A General Equilibrium Analysis of State and Private 
Colleges and Public Funding Policies,” NBER Working Paper Na. 19298, 
Cambridge MA: National Bureau of Economic Research, August 2013, 


Frederick, Allison B, Stephen J. Schmidt, and Lewis. S. Davis. “Fedetal Policies, State 
Responses, and Community College Outcomes: Testing an Auginented Bennett 
Hypothesis,” Econonties of Education Review 31, no. 6, December 2012; 908-917, 


Gillen, Andrew. Introducing Bennett Hypothesis 2.0, Policy paper, Center for 
College Affordability and Productivity. Washington, DC, 2012, 


Gordon, Grey arid Aaron Hedlund. “Accounting for the Rise in College Tuition." 
Working Paper #2015-015; Center for Applied Economics and Policy Research, 
Department of Economics, Indiana University at Bloomington, 2015. 


Government Accountability Office, Federal Student Loans; Patterns 
in Tuition, Enrollment, and Federal Stafford Loan Borrowing 
Up to the 2007-08 Loan Limtit Increase, May 25, 2011. 


Harvey, James, Roger M, Williams, Rita J. Kirshstein, Amy Smith O'Malley, 
Jane V, Wellman. Straight Talk about College Costs and Prices: Report 
of the National Commission on the Cost of Higher Education, National 
Commission on the Cost of Higher Education, February 1998. 


Inglet, Jerry. “Testing the Bennete Hypothesis: Examining the Relationship between 
College Sticker Prices and Total Federal Financial Aid Spending on Higher 
Education.” Doctoral dissertation, D’Youville College, Buffalo, NY; 2016. 


The Bennett Hypothesis Turns 30 


166 


Kargar, Mahyae, aid William Mann. “Financial Aid and College Pricing: 
Estimates from the PLUS Program“ August 7, 2017. 


Kelchen, Robert, An Empirical Examination of the Bennett Hypothesis in Law School 
Prices, Accesslex Institute Research Paper No. 17-09, November 8, 2017. 


Lau, Christopher V. “The Incidence of Federal Subsidies in For-profit Higher Education,” 
Working Paper, Department of Economics, Northwestern University, 2014. 


Li, J. “Estimating the Effect of Federal Financial Aid on Higher Education: A Study 
of Pell Grants.” Doctoral dissertation, Harvard University, 1999, 


Long, Bridget Terry: "How Do Financial Aid Policies Affect Colleges? The 
Institutional Impact of che Georgia HOPE Scholarship." Journal of 
Human Resources 39, no, 4 (2004): 1045-066. doit 0.2307/3559038. 


: .The lnpact of Federal Tax Credits for Higher Education Expenses, In College Choices: 
‘The Economics of Where to Go, When to Go, and How to Pay For It. Edited by Caroline Hoxby. 
A National Bureau of Economic Research Report. Chicago: University of Chicago, 2004. 


Lucca, David ©., Taylor Nadauld, and Karen Shen. Credit Supply and the Rise in 
College Tisition: Evidence from the Expansion in Federal Student Aid Programs. 
Federal Reserve Bank of New York, Staff Report No. 733, 2015, 


McPherson, M. S., & Schapiro, M. O. Keeping College Affordable: Government and 
Educational Opportunity, Washington, DC: Brookings Institution Press, 1991. 


Rizzo, Michael 'T:, and Ronald G, Ehrenberg, Resident and Nonresident Tuition atid 
Enrollment at Flagship State Universities. In College Choices: The Economics of Where 
to Go, When to Go, and How to Pay for It. Edited by Caroline Hoxby. “A National 
Bureau of Economic Research Report." Chicago: University of Chicago, 2004, 


Singell Jr.. LD, and J.A. Stone. “For Whom the Pell Tolls: The Response of University Tuition 
to Bederal. Grants-in-aid,” Economies of Education Review 26 (2007), 285-295. 


Turner, Lesley J. “The Economic Incidence of Federal Student Grane Aid.” 
Working paper, University of Maryland, College Park, MD, 2017. 


Turner, Nick. "Who Benefits From Student Aid? The Economic Incidence of Tax-Based 
Federal Student Aid.” UC San Diego: Department of Economics, 2010. 


Welch, Jilleah Gayle. "Three Essays on the Economics of Higher Education: 
How Students and Colleges Respond to Financial Aid Programs,” 
Doctoral dissertation, University of Tennessee, Knoxville, TN., 2015. 


December 2017 


43 


About the Author 


Jenna A.Robinson is the president of the 
Mattin Center; where she has worked since 
2007. Robinson graduated from N.C. State 
University in 2003 with a major in political 
science and French, She received her Ph.D. 
in political science from UNC-Chapel Hill 

in 2012, She serves as a member of the board 
of Classical Liberals of the Carolinas. 


Raleigh, NC 27609 
949 °828.1406 
Fax: 919, +f455 


WWW) n.center 


167 


Acknowledgments 


¥d like to thank Adam C. Smith of Johnson & Wales 
University for his helpful comments, Martin Center interns 
J.T. Klimek and Joseph Warta for their attention to detail. 


Td also like to thank the many policy experts and scholars who 
have kept up with new research om the Bennett Hypothesis in 
their various blogs and publications, including Robert Kelchen: 

of Seton Hall University, Neal McCluskey at the Cato Institute, 
and myriad writers at the Hetitage Foundation and the American 
Enterprise Institute, Without their helpful compilations, the initial 
research for this report would have been much more difficult. 


Copyright 2017 James G, Martin Center for Academic Renewal 


‘this paper is available on the Martin Center website: 
www.jamesgmartin.center 

Distribution of this paper is encouraged as long as proper credit is 
given to the author and the Martin Center, 


ISSN 1935-3516 


THE JAMES G, a) 


MARTIN CENTER = 


FOR ACADEMIC RENEWAL 3iRamiammi) 


168 


7 CE CU a ersines- Ase ss ae rec 
¥ 


aa 


= 
Ae 
a 


ZA AR 
Toward a Better Future: Exploring 


Outcomes of Attending Career Colleges 
and Universities 


169 


Executive Summary 
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Introduction: : 
Postsecondary career ‘education con j The National Center for. Education Statisti ics 
(NCES), in its enrollment tracking of Title IVs calaureate | certificate programs (whi ich tend to be. 
: vocationally. oriented), finds that about tr 


To better underetend the value Sor ad Si 
worked with Career Education Colleges and 
ofits member ‘schools’ ‘alumni about satisfac 


yt : as 
: graduates find. meaniietal Wor which can provide a powerful ae 
ss The majority of CECU alumni Feport successful lives after graduation, E 


CEGU alumni fare bette 
comparison in all wellbeir 


7 84 hy are errpioved fultime vs. 55%.of peers. 


F WORKPLACE ENGAGEMENT/FULFILLMENT 


CECU alumni are more likely than thelr peers to 
. have a job that interests them. 
: A majority do work that deeply. interests them. 


CAREER COLLEGE EXPERIENCE 
The majority of alumni are Satisfied overall with 


“their CECU educational experience, feel their - They eee a 60% average increase in ee 

GECU education prepared them for life: outside of ~ “median earnings: following their degree, : 

‘school and would recommend if to others:..-". - Sixin.10 say their school was perfect for people 
like them. 


-, * Recent Associate Degree Holders Natiorially-— sée Methodology Appendix for full description. 
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The 2018 Study of CECU Alumni 


Summary of Methodology 


This study utilized the Strada-Gallup Alumni Study protocol to allow for comparisons of graduates 
of caréer education colleges and universities to those of peers of two- and four-year higher 
education. The Strada-Gallup Alumni Study assesses alumni perceptions of post-high school 
education experiences and how those experiences relate to wellbeing and job quality later in life. 
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Great Opportunities: 
Preparation for Jobs 


© Value of CECU in Jobs 
© Career Services/Placement Office 
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Value of CECU Education in Alumni’s Jobs 


’.On average, CECU alumni are earning about 60% more in personal income than before 
_ they attended a CECU institution. Alumni are also more likely to have a job related to 
thelr certificate or degree program than their peers. 


Personal Income Before and After Obtaining CECU Education 
(Among Employed Alumni; n=2,243) Median 
- Income 


Annual Personal 
Income - Before... 
CECU 


$27,596 


Annual Personal 


Income ~ After’. $44,622 


CECU 
: 0, 
<$12,000 8 $12,000-$35,999 & $36,000-$59,999 +62% 
»$60,000-$119:999  #$120,000+ & Don't Know Increase 
How closely related is your current work to Did you find:a job in the field of study 
your certificate or degree major(s)? you undertook at (School) or some 
(Among Employed Alumni, n=2,243) other line of work? 
(Among Employed Alumni, n=2,243) 
bees oc 52% 22% 25% 


‘National Afumni 


Coamparison* ae ee ae 
CECU Overall 
@ Completely Related gin Field of Study 
@ Somewhat Related # Some Other Field 
Not at all Related 8 Neither/Not Employed 


* Recent Associate Degree Holders Nationally (n=468} 
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Career Services/Placement Office 


‘pepo 


Nearly three in four CECU alumni visited their institution’s career services or placement 
office at least once, Help-with quickly finding a job is linked with the perceptions of the 
career services/career placement office and is a driver of the overall satisfaction of their 
CECU education. 


- 73% 


of CECU alumni visited the career services or placement office at least once. 


How helpful was the career services or placement office to you? 
{Among Empioyed Alumni) 


\l career saivices/placement office users 
(n=2,335) 


Had job waiting upon graduation 
(n=749) 


” Found job within 16 months 
(n=831) 


Found job- more than 6 months 
(n=901) 


a Very Helpful st Helpful & Somewhat Helpful 8 Not Helpful 


21x 


their career 
services or placem ce very helpful 
are 2:7x more Sati with their CECU 
education than tt alee lon aleleliinen tac) 
office very helpful. 
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Employment After Graduation 


mal 


CECU alumni are ahead of their peers on having full-time employment. They are also 
= more likely than their peers to have a job within six months of graduation. 


Employment Status 


CECU Overall 
(n=3,158) 


National Alurnni Comparison* 


| Employed Full Time (Employer) = Employed Full Time (Self) 


w Employed Part Time, Do Not Want Full Time « Unemployed 
Employed Part Time, Want Full Time @ Not in Work Force 


. Note: <5% not'shown 


About how long did it take for you to obtain.a good job-related to your field of study 
after you completed. your education? 
{Among Employed Alumni, n=2,243) 


Had a job waiting when graduated Cs 23% 
Two months orless Ry 14% 50% 
0 
Three to six months ee 13% . VSi : 
| 29% 
Seven months to a year poe] 6% National Alumni 


‘ * 
Vow han 2 year ATER 239, COmParson 
“ NA/Not seeking employment upon graduation Ss 43% 


Don't know 
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R meet #208 ato, Boe AB HN er 


176 


Gallup’s Employee Engagement Measures 


woessenauans 


MAXIMIZING EMPLOYEES’ PERFORMANCE 


. Gallup has measured the engagement of more than 6.4 million employees globally 
from hundreds of organizations and companies. Workplace engagement js an. important 
driver of overall wellbeing and is the leading indicator of organizational performance, 
such as higher profitability and better financial outcomes. 

Gallup’s Q4¢2 instrument measures an individual’s emotional connection to and investment in 


their job. The 12 engagement elements function like Maslow's hierarchy 
of needs, with basic needs that must be fulfilled before employees can progress. 


To reduce response burden for CECU’s survey, the 12 elements were reduced to three elements 
that correlate highly with the full Q12 index: These three elements are highlighted below. 


Viper do we qos 012 Opportunies at wrk team and grow 
W'do' We GFOW'? 14 tated about progtess in ast shx months 


GROWTH 


sete O10 Bast irlend ab work 
Dol belong? * cog. Associates/tettow employees cainimiited to qualty 


TEAMWORK 


What do | give? “aos sisenizor/Someote at work caros 


204 Recognition fast-saven days. 


{,003.a iat done erry dy 


INDIVIDUAL CONTRIBUTION 


(9 002 Materials and equipment I eed 


that do | get 
001.1 kooiw what is expected of nve-at work 


BASIC NEEDS 


Gallup categorizes workers as engaged, not engaged or actively disengaged based on their 
responses to a three-question index that measures elements that best predict employee and 
workgroup performance. This index correlates highly with the full Q* index. 


Engaged ~ Not Engaged - Actively Disengaged 


* Highly involved in and + Psychologically unattached {| + Resentful that their needs’. 
enthusiastic about their to their work and company. are not being met and are 
work and workplace. * Because their engagement acting out their 

« They are psychological needs are not being fully unhappiness: 

“owners,” driving. met, they are putting time ~+ Every day, these workers 
performance and — but not energy or | potentially undermine 
innovation. and moving passion — into their work. what their engaged 


coworkers accomplish. 


the organization forward. 
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Workplace Fulfillment and Engagement 


Sd 


CECU alumni have higher workplace fulfillment than their peers. 

Additionally, one in three CECU alumni are engaged at work-- on par with their peers. 
Alumni who are highly satisfied with their education and who strongly agree their 
education was worth the cost are more likely to be engaged. 


Workplace Fulfillment 
(% Strongly Agree, Among Employed Alumni, 
n=2,243) 


tam deeply interasted in the work CECU Overall. 1 70% 


that] do National Alimni } 
Comparison* 


; 7 | : CECU Overall | 
My job gives me the opportunity to inal Anni | 
do.work that interests me Comparison” 


CECU Overall 


Ihave the ideal job forme — stionar Alumni | 
Comparison* 


Strongly Agree with all three — CECU Overall 


workplace fulfillment questions National Alurnni 
Camparison* 


u%5 Strongly Agree. m%4 Agree 


Workplace Engagement — Gallup Q'2 
(Among those employed full time by an employer) 


CECU Alumni in Workforce (n=2,243) National Alumni Comparison* 


w Engaged ss Not Engaged = Actively Disengaged 


* Recent Assaciate Degree Holders Nationally (n=468) 
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Great Lives: 
| Wellbeing 
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Elements of Wellbein 


Gallup has conducted decades of global research surveying a representative sample of 99% of the world’s 
population from.more than 160 countries. Our research has found that wellbeing is associated with 
numerous positive health and employment outcomes, including tower medical and health expenditures, 
fewer ER visits, lower absenteeism, ete. 
Factor analysis identified five interrelated and interdependent elements of wellbeing: 
Purpose Wellbeing: Liking what you do each day and being motivated to achieve your goals 
Social Wellbeing: Having supportive relationships and love in your life 
Financial Wellbeing: Managing your economic life to reduce stress and increase security 
Community Wellbeing: Liking where you live, feeling safe-and having pride in your community 
Physical Wellbeing: Having good health-and enough energy to get things done daily 


Gallup examines not only the individual levels of wellbeing, but also the difficult-to-reach pinnacle of 
wellbeing of thriving in all five elements — purpose, social, financial, community and. physical. 


The majority of CECU alumni are more likely than recent associate degree holders to 
thrive in all elements of wellbeing. ' 


Wellbeing, by Element 
(% Thriving) 


es 
FN, Purpose wellbeing : 
6) ai ; 


ae 
(x) Social wellbeing 


(we) Financial wellbeing 


(iin) Community wellbeing 


Physical wellbeing 


®CECU Overall National Alumni Comparison* 
(n=3,158) : 


* Recent Associate Degree Holders Nationally (n=468) 
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Thriving Elements of Wellbeing 


‘eure 


Not only aré CECU alumni thriving in each individual wellbeing element, they are also 
thriving in more wellbeing elements than their peers. 


Number of Thriving WellBeing Elements 
(% Thriving) 


CECU Overall 
(n=3,158) 


National Alumni. Comparison" 


mNone #One «Two Three mFour wFive 


* Recent Associate Degree Holders Nationally (12468) 


38% 


of CECU alumni are thriving in at 
least three elements of wellbeing — 
higher than the 25% of their peers. 
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_ Great Experiences: 
_ Career Education 
_ Experience 
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'6 Support Experiences 
_© Transfer Students 
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Perceptions of Educational Quality 


segenstneree 


. The majority of all CECU alumni are satisfied with both the education and training they 
received from their school, and how well the school prepared them for their career, and 
would recommend the school to others. 


59% 57% 52% 


Satisfiedt with their Satisfied? with how well Would recommend? their 
education at CECU CECU prepared them for institution to-a friend, 
their career family member or 
colleague 


17-10 on 0-10 scale 


Alumni who are most positive about their experiences: 
__| Satisfiedt with | Satisfied! with | Likely to 
Education | Career  —s_| Recommen 


of CECU alumni agree that their institution 
was the perfect scha people like 
them. 
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Support Experiences 
CECU alumni have positive perceptions of academic support experiences while 


. obtaining their education. A large majority agree they had an instructor who made them 
excited about learning. Six in 10 (61%) agree that their professors caréd about them as 


a person. 
~ These ratings are similar to national college alumni comparison. %5 ~ Strongly 
Agree National 
Perceptions of Instructors Alumni 

(n=3,198) Comparison* 

Thad at least one instructor who made me || Bo, 64% 

excited about learning: Se 
My instructors cared about me asa person. 36% 
While attending (school); | had a mentor who 40% soy ; a: 
encouraged me to pursue my goals and dreams. | ae 28% 


w%4 w%5-Strongly Agree 


One in five CECU alumni strongly agree with all three support experiences and are 
_ Classified as having “felt supported.” CECU alumni who felt supported were more likely to 
have more favorable perceptions of their education and more likely to be engaged in their 
. current work, 


Receiving support leads to: 


© 3.2X higher satisfaction 
bd 1 OX higher workplace engagement 


. 3.9X higher belief education was worth the cost 
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Students With Prior Higher Ed Exposure 


are 


CECU. alumni who transferred to, or had-experienced education from another institution 
prior to, CECU see value in CECU’s programs because of the short timeframe of the 
program. They also wanted to learn specific knowledge and have a structured career- 
focused: program. Others came to CECU because they wanted a structured, career- 
focuséd program. 


Those who had previous higher ed experience are more satisfied with their CECU 
education than those who only attended CECU, perhaps indicating a better fit for these 
students. 


Transferred to or Attended Another Primary Reason Transferred/ 
School Before CECU School _ Changed to CECU School 
Total CECU Alumni (Transferees or Attended Another School n=1,324) 
(n=3,192) 


Liked short timeframe of program 


6 Wanted to-obtain additional -.| 
43% knowledge in specific area 
experienced 
non-CECU : Wanted a more structured, 
: : : career-focused program 


schooling 


Wanted to get hands-on 
experience 


Wanted flexible class times 


Liked the focus on adult students 


« Transferred from another college, 

university or program j 
Wanted smaller class sizes 

» Obtained education from another ' 


college, university or program 4 
; Closer to home or work 


Neither i 
Recommendation from another 
person { 
Didn’t want/need liberal arts a 9 
education ° 
* Recent Assdciate Degrée Holders Nationally (n=468) : oes rie ie 
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Great Impact: Key 
: Subpopulations 


’ Military Service Members/Veterans 
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Military Service Members and Veterans 

.' Military members and veterans find success after attending CECU schools. The vast 
majority are satisfied with their education, and would recommend it. They are fulfilled at 

. work: three of four have a job related to their schooling, and have jobs that interest them 
and allow them to pursue their interests — much stronger outcomes than their peers, 


Served in Military (n=9,154) : Annual Median Personal Income 


Yas, past 


Yes, 
current ( 


"¥39% lntcroase. 
71% 16% 


Satisfiedt with ther -——*=ssSay'ther 
education at CECU.. .....- degree/certificate is 


telated to their work 
Of ee 
63% — 


Would recommendt their 
institution to.a friend, family 
member or colleague ¥7-10 0n 0-10 scale 


- Members and Veterans: 


Workplace. Fulfillment 
(Employed Past or Present Military, n=536) 


59% 39% 


| have the ideal job forme, 


My job gives me the opportunity to do 


work that interests me. 73% - 56% 


1am deeply interested in the work that | 
do. 


“T7% BBG 


is %4 m%5-Strongly Agree 


‘ecent Associate Degree Holders Nationally (n=468) 
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Minority Students 


The majority of black and Hispanic graduates are well satisfied with their CECU education. 
They feel their education was worth the time spent,.and are earning 60% more than before 
attending CECU. They also report greater workplace fulfillment than their peers. 


CECU Alumni Race Annual Personal Income (Median) 


(n=3,246 bther 
f 3% 


Hispanic _ 
27% 
. White 
42% 
Asiary 
6% ; 
Increase +62% +59% 


Satisfied overall with their education 59% 63% 


National 
Alunini 


58% 


* Recent Assoclaite Degree Holders Nationally (n=468) 
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'Methodology 


cECU METHODOLOGY AND NATIONAL ALUMNI COMPARISON 


Methodology = the CECU 2018 Student Survey 


Results for the CECU alumni study are based on web surveys conducted Sept. 25-Oct. 19, 2018. 
The sampling frame consisted of 102 member organizations, some with multi-campus systems 
under parent entities, who are members of CECU; representing abotit 879 campus locations in the 
U.S. Gallup randomly selected 40 member organizations. and invited them to participate, Nine 
member organizations, representing 75 campuses agreed to participate and sent Gallup alumni 
contact information to use in the study. Each institution or individual campus was asked to provide 
Gallup email addresses of alumni who graduated between-2008 and early.2018 (at least six 
months prior to the study date). CECU companies sent out pre-notification emails, which were: 
followed by survey email invites. sent by Gallup. Gallup sent up to five email reminders to. alumni to 
encourage participation. Interviews were conducted via the web, in English only. 


A tota! of 3,882 alumni responded to the survey, but due.to incomplete responses, these data 
represent 3,203 CECU alumni who graduated between 2008 and early 2018. Data were weighted 

_ tomatch the known demographic distribution (gender, race and Hispanic ethnicity) of recent 
graduates of the 102 CECU companies based on National Center for Education Statistics (NCES) 
data, 


For results based on the total sample of CECU Alumni, the margin of sampling error is: £1.7. 
percentage points at the 95% confidence level. 


National Comparison 


For the purposes of this report, data from CECU are compared with data collected in the Gallup- 

. USA Funds Associate Degree Graduates study, a nationally representative study of U.S, adults 
who have obtained an associate degree as their highest level of education. The Gallup-USA 
Funds. Associate Degree Graduates study is based on web surveys conducted March 19-May 
14, 2015, with a random sample of 2,548 individuals aged 18 and older, with Internet access, 
living in ail 50 U.S. states and the District of Columbia. 


+ Some differences may exist between the national comparison points included in this report and 
national estimates that Gallup has previously released because this report focuses on 
graduates who received their associate degrees from 2007-2015. The comparison: group 
included in this scorecard is: 

* National Comparison Group: Associate degree holders who graduated 2007-2015 
surveyed via the Gallup-USA Funds Associate Degree Holders:Study, which includes 
those who reported they have an associate degree from-a two-year institution inthe U.S: 
as defined by the U.S. Department of Education. Graduate tepresented public and private. 
and both for- and not-for-profit institutions. The comparison sample includes 498 
graduates. q 
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Demographics 


CECU Alumni Who Graduated Between 2008 and 2018 


n=3,203 
; Asian 
46+ Years <26 Years | 6% 
Old Old I 
20% 12% 
; Hispanic 
| 27% 
t 
pe Sie 28 1s 38 Veere!| 
Y' Old : 
ier Od | Black 
42% i 22% 
Yes, in 
| =~ the past 
Non-First: By 17% 
Generation = i ° p 
29% First- ' | : Yes, 
Generation |= Served in. |S currently 
L Student £ Military 2% 
First- ae 
~~ Generation | No, 
71% i never ~~" 
\ 81% 


Total Annual Personal Income 


8% 11% 


Total Annual Household Income 


w<$12,000 = $12,000-$35,999 8 $36,000-$59,999 
= $60,000-$1 19,999 @ $120,000+ & Don't know 


‘Noia: Hua 16 sounding, percentages inay stim to 100% 41.15% 
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About Us 


Gallup 


Gallup delivers analytics and advice to help leaders and organizations solve their most pressing 
problems. Combining more than 80 years. of experience with its global reach, Gallup knows more 
about the attitudes and behaviors of employees, customers, students and citizens than any other 
organization in the world, For more information, visit www.gallup.com or education.gallup.com. 


CECU 


The Career Education Colleges and Universities (CECU) is a voluntary membership. organization of 
accredited, postsecondary schools, institutes, colleges and universities that provide career-specific 
educational programs. CECU has about 500 member campuses that educate and support millions of 
students for employment in over 200 occupational fields. CECU member institutions: provide the full 
range of higher education programs, including masters and doctorate degrees, two- and four-year 
associate and baccalaureate degree programs, and short-term certificate and diploma programs. 


’ Some of the occupational fields for which CECU institutions provide programs include: information 
technology; allied health; business administration; commercial art; radio and television broadcasting; 
and culinary and hospitality management. 


Most CECU member institutions participate in federal student financial assistance. programs under 
Title IV of the Higher Education Act. In order to participate, they must be licensed by the state in 
which they are located, accredited by a nationally recognized accrediting body, and approved by the 
U.S. Department of Education. Many CECU member schools and colleges see participate in other 
federal, state and local education and workforce training programs. 
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Copyright — 


Copyright Standards 


- This document contains proprietary research, copyrighted and trademarked materials of Gallup, Inc. 
Accordingly, international and domestic. laws and penalties guaranteeing patent, copyright, trademark and 
trade secret protection safeguard the ideas, concepts and recommendations related within this document. 

The materials contained in this document and/or the document itself may be downloaded and/or copied 
provided that all copies retain the copyright, trademark and any other proprietary notices coritained:on the , 
materials and/or document. No changes may be made to this document without the express written permission 
of Gallup, Inc. : : 

Any reference whatsoever to this document, in whole or in part, on any web page must provide a link back to 
the original document in its entirety. Except as expressly provided herein, the transmission of this material shall 
not be construed to grant a license of any type under any patents, copyright or trademarks owned ‘or controlled 
by Gallup, Inc, 

Copyright © 1993-1998, 2019 Gallup, Inc. Alll rights reserved. Gallup®, Q12® and Gallup PanelTM are 
trademarks of Gallup, Inc. Gallup-Sharecare WellBeing Index™ and Well-Being 5@ are trademarks of WB5, 
LLO, All rights reserved, Ail other trademarks and copyrights are property of their respective owners. 

The Gallup Q12 Items are Gallup proprietary information and are protected by law. You may not'administer a 
survey with the Q12 items or reproduce them without written consent from Gallup. : 
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Credit Supply and the Rise in College Tuition: Evidence From 
the Expansion in Federal Student Aid Programs: https:// 
www.govinfo.gov/content/pkg/CPRT-116HPRT38005/pdf/CPRT- 
116HPRT38005.pdf 
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[Additional submission by Mr. Takano follows:] 


Questions for the Record 
House Committee on Education and Labor 
2175 Rayburn House Office Building 
April 3, 2019 
9:00 A.M. 


Higher Education and Workforce Investment Subcommittee Hearing: 
“Strengthening Accountability in Higher Education to Better Serve Students and Taxpayers” 


Representative Mark Takano (CA-41) 


Letter for the Record: 


I would like to submit the following letter for the record from Professor Stephanie Cellini on her 
concerns with flawed research that was submitted during the hearing on the Bennett Hypothesis 
and.a recent report from the Career Education Colleges and Universities (CECU), titled “Toward 
a Better Future: Exploring Positive Outcomes of Attending Career Colleges and Universities.” 
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THE GEORGE 
WASHINGTON 
UNIVERSITY 


WASHINGTON, pe Trachtenberg School of Public Policy & Public Administration 


April 22, 2019 


The Honorable Susatt Davis, Chair : 

‘The Honorable Lloyd Smucker, Ranking Member 

Higher Education and Workforce Investment Subcommittee 
Committee on Education and Labor 

U.S. House of Representatives 

2176 Rayburn House Office Building 

Washington, D.C. 20515 


Dear Chair Davis and Ranking Member Smucker: 


lam writing to express my concern about two reports that were teferenced in the subcommittee 
hearing, “Strengthening Accountability in Higher Education to Better Serve Students and 
Taxpayers” on April 3, 2019. In that hearing, Ranking Member Smucker introduced to the record a 
teport released by Career Education Colleges and Universities (CECU), titled “Toward a Better 
Future: Exploring Positive Outcomes of Attending Career Colleges and Universities” and another 
from the conservative James G. Martin Center for Academic Renewal titled, “The Bennett 
Hypothesis Turns 30.” 


These reports are both severely flawed and clearly biased towards the interests. of the groups that 
released them. Relying on these reports will lead to critical misunderstandings about what the 
academic literature has found on these topics. I am an economist and tenured professor of public 
policy, public administration, and economics who has studied both for-profit colleges and the 
Bennett Hypothesis extensively for more than 13 years. I am disappointed and disheartened that 
Ranking Member Smucker based his comments on such flawed reports. 


Turning first to the CECU/Gallup report on student outcomes in career colleges, the most critical 
flaw is that it relies on data from a very small set of colleges and students are that are very clearly not 
reptesentative of the broader set of career colleges in CECU or in the U.S. more generally. These 
colleges and students are positively selected, meaning that they are likely to have much better 
outcomes than the average institution or the average student. 


Importantly, the methods section notes that only 40 of 102 CECU member institutions were 
selected to participate, and—-even more concerning—just 9 of these institutions actually agreed to 
participate. As should be obvious, the 9 institutions that would agree to participate in such a survey 
of their alumni would likely be those that anticipated positive outcomes for their students and results 
that would benefit CECU. 


Next, it is not clear whether CECU/Gallup contacted all alumi at these 9 institutions, but it seems 


805 21st Street NW | MPA Suite601 | Washington, DC 20052 
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unlikely. Rather, they may have provided lists of their most successful graduates (rendering the 
results moot for the vast majority of students.) In-an alarming lack of transparency for any survey, 
response rates are not reported. What we do know is that only 3,203 students responded with 
complete answers. Again, these students are likely to be positively selected—those who are happy to 
share their employment and earnings information because they are doing relatively well compared to 
their counterparts. It is also worth noting that only graduates were surveyed, making the results 
irrelevant to the very high proportion of students who do not complete degrees or certificates in for- 
profit institutions. 


The second major flaw of the CECU report is that the survey uses a problematic comparison group 
that heavily skews the results in favor of CECU students. The comparison group only includes 
associate’s degree holders, which may not be a valid or relevant comparison for the types of degrees 
held by the CECU students in the sample. The CECU report never reveals which programs the 
career college surveyed students were enrolled in. If for example, all of the CECU students were 
enrolled in bachelor’s degree programs, but the control group was just associate’s degree students, 
the differences they find could be driven solely by the degree and not the colleges themselves. 
Added to this problem, the CECU students graduated between 2008 and 2018, but the comparison 
group graduated between 2007 and 2015. Therefore, on average, comparison students therefore 
were entering a weaker economy when they left school—again, skewing results in favor of finding 
better outcomes for CECU students than for the comparison group. Finally, the comparison group 
includes only 468 students, a sample size that is too small to draw meaningful comparisons. 


The third major flaw is that the quality of the data analysis is far below the standard of cuttent 
research in the field. The analyses are purely correlational and do not come close to proving 
causality. For example, the gain in earnings reported on p. 5, could be driven entirely by natural wage 
growth over time—-rather than any value added by the college—as most students work while 
attending. In another shocking omission on that page, the report does not present similar earnings 
statistics for the comparison group. Moreover, the earnings analyses omit the nearly 30 percent of 
students in the sample who have zeto earnings (likely due to unemployment). Averages would be 
much lower if these students were included. 


There are numerous other problems with this report—-too numerous to possibly cover here. In 
short, it does not adhere to best practices in survey design and statistical analysis. The tesults cannot 
be trusted or relied upon to accurately represent the outcomes of students in these nine 
institutions—much less for-profit colleges more generally or “all alumni” as inferred by Ranking 
Member Smucker. 


In contrast, over the last two decades, economists have generated a substantial body of research on 
student outcomes in for-profit colleges using large randomized samples and cutting-edge methods to 
surmount problems of selection and bias. Those of us working in this area go to great lengths to 
ensure that we can control for differences in the types of students (by sex, race, income, age, etc.) 
who enroll in different types of institutions. Using advanced econometric techniques, carefully 
matched control groups, and very large sample sizes, these studies come very close to generating 
causal estimates of the impact of the school itself-on earnings and employment, outside of any 
influence of demographics, student characteristics, or natural wage growth over time. These studies 
consistently find worse outcomes for students in for-profit colleges relative to students in other 
sectors. 
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For example, in my own paper with Nicholas Turner (Federal Reserve Board of Governors) 
published in the Journal of Human Resources’, we dtaw on the Department of Education’s data on more 
than one million students matched with tax records from the U.S. Treasury. We find that certificate- 
seeking students in for-profit institutions are 1.5 percentage points less likely to be employed and, 
among those who are employed, have 11 percent lower earnings after attendance than students in 
public institutions. Combining employment and earnings effects, we find that for-profit students 
earn about $2,100 less per year post-college than public sector students. These results hold for both 
men and women and for seven of the top ten fields of study. Even relative to individuals attending 
no college, our research finds that the earnings gains from attending a for-profit certificate program 
are not enough to pay off the student loan debt accrued by the average student. 


In another paper with Cory Koedel (U. of Missouti) in the Journal of Policy Analysis and Management, we 
survey the academic literature on for-profit student outcomes.” We describe two random assignment 
experiments and nine quasi-experimental studies that compare the labor market outcomes of for- 
profit students to a control group of students in other sectors and can reasonably control for 
demographics, socioeconomic status, and location. A consistent pattern emerges from these studies: 
the effects of for-profit attendance on earnings range from negative to null. When coupled with the 
much higher debt incurred for for-profit education relative to public, the literature clearly indicates 


that the average student would be better served in a public institution. 


Moving beyond the topic of for-profit student outcomes, Ranking Member Smucker brought up the 
topic of the Bennett Hypothesis. In his remarks, he entered into the record a report by Jenna A. 
Robinson of the conservative James G. Martin Center for Academic Renewal titled, “The Bennett 
Hypothesis Turns 30.” Like the CECU report, this report also appears to suffer from substantial 
bias. 


Notably, the report does not give any weight to the quality of the methods, context, quality of the 
publication, or sample sizes used by each study. Older descriptive studies on a single university were 
given as much weight as cutting edge studies in top journals using national samples that can come 
closer to identifying the causal impact of aid on tuition. Further, the author interprets citations as a 
measure of “academic influence,” but clearly the newer studies (many of them using better methods) 
will have fewer citations since they have simply been around for less time. For example, she notes that 
my own work had 11 citations, but today the citation count is 138. 


My teading of the literature is that there is no compelling evidence of a causal relationship between 
federal student aid and tuition for public and non-profit colleges. The literature remains mixed, as 
even a reading of Robinson’s report will show, despite the erroneous conclusions she draws. 


Most importantly, academics would likely agree that there is just one sector where the Bennett 
Hypothesis has been shown to come into play. This one sector drives the positive findings in 
Robinson’s report—it is the for-profit sector. Here I would also note that Ranking Member Simucker 
mischaracterized it as the “nonprofit” sector in the hearing. 


My paper with Claudia Goldin (Harvard U.) assessing the for-profit sector is one of the prime 
examples (cited by Robinson) that some version of the Bennett Hypothesis likely holds for the for- 
profit sector only. In the paper, published in the American Economic Journal: Economie Policy,® we 
compate the tuition of for-profit colleges that receive Title IV federal aid to the many for-profit 
colleges that do not participate in Title IV programs. We find that for-profit colleges that receive 
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federal student aid charge tuition that is 78 percent higher than for-profit institutions with similar 
programs that do not participate in Title IV programs. Our findings suggest that Title [V-eligible for- 
profit institutions raise gross tuition above the.cost of education, as reflected in the tuition of the non- 
Title IV institutions. Further, the magnitude of the tuition premium (about $3,900) is roughly equal to 
average student grant awards and our estimate of student loan subsidies under Title IV. 


The effect we find is likely driven by the unique incentives of for-profit colleges. Without the need to 
re-invest profits into the organization (as nonprofits must), and without the mission of keeping costs 
low to promote higher education in a state (as public institutions have), for-profit colleges have a 
greater incentive than schools in other sectors to behave strategically in order to capture federal aid 
dollars. These colleges have an increased incentive to enroll low-income students and maximize 
federal aid dollars to generate profits for owners or shareholders, In fact, an earlier paper of mine in 
the Journal of Policy Analysis and Management, found that for-profit college openings were correlated 
with increases in the per-student maximum Pell Grant and Cal Grant awards. The relationship 
between grant aid and for-profit growth was particularly strong in counties with high adult poverty 
levels where more students were eligible for aid. 


In short, our research points to the exceptionality of the for-profit sector in driving the evidence on 
the Bennet Hypothesis. Our work suggests the need for increased scrutiny and accountability 
measures for the for-profit sector in particular. In light of the academic research on for-profit colleges, 
it is critical for the federal government to create nuanced policy that addresses differences in behavior 
by institutional sector and protects students and taxpayers. 


I would be happy to answer any question you may have on this paper or my other work on the 
economics for-profit higher education. Please do not hesitate to contact me if I can be of further 
assistance. 


Sincerely, 
Stephanie Riegg Cellini 


Associate Professor of Public Policy and Public Administration, and of Economics 
George Washington University 
scellini@gwu.edu 


‘ Cellini, S.R. and N. Turner, 2019, “Gain fully Employed? Assessing the Employment and Earnings of For- 
rofit College Students Using Administrative Data,” Journal of Human Resources, 54(2); 342-370. 
http://ibruwpress.ore/content/early/2018/01/25/jbr.54.2.1016.8302R Labstract 


i Cellini, SR. and C. Koedel. 2017. “The Case for Limiting Federal Student Aid to For-Profit Colleges,” 
Journal of Policy Analysis and Management; Point/ Counterpoint, 36(4): 934-942. ‘ 


bttps://onlinelibrary.wiley.com/doi/10.1002/pam.22008 


i Cellini, S.R and C. Goldin. 2014. “Does Federal Student Aid Raise Tuition? New Evidence 6h For-Profit 
Colleges,” American Economic Journal: Economic Policy, November 2014, 6(4): 174-206. 
https: //www.acaweb.org/articlesPid=10.1257/pol.6.4.174 
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ny Cellini, S.R. 2010. “Financial Aid and For-Profit Colleges: Does Aid Encourage Entry?” Jowrnal of Policy 
Analysis and Management, 29(3); 526-552. 
https: //onlinelibrary.wiley.com/doi/10.1002/pam.20508 
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[Additional submission by Ms. Trahan follows:] 


LEGAL SERVICES CENTER OF HARVARD LAW SCHOOL 
CENTRO DE SERVICIOS LEGALES 
122 Boylston Street 
Jamaica Plain, Massachusetts 02130-2246 
TEL: (617) 522-3003 * FAX: (617) 522-0715 


April 1, 2019 


Committee on Education and Workforce: 
U.S. House of Representatives 

2716 Rayburn House Office Building 
Washington, D.C. 20515 


Members of the Education and Workforce Committee: 


We direct the Project on Predatory Student Lending at the Legal Services Center of . 
Harvard Law School, where we represent students against the for-profit college industry and its 
enablers in government. We are extremely. concerned with the current administration’s failure to 
protect student borrowers from predatory, federally-funded for-profit schools and the 
Department of Education’s complete disregard for students’ rights. We also stress the importance 
of protecting students’ right to assert borrower defenses and to get their federal loans discharged 
based on schools’ wrongdoing. 


Federal funding of predatory schools comes at a tremendous cost. Each year, the federal 
government awards tens of billions of dollars to for-profit colleges through the federal student 
loan program, even though these companies are not delivering any value to students and are not 
being held accountable. Students who attend predatory schools have little hope of ever repaying 
their student loans. The burden of this debt is borne by them individually, by their families, and 
their communities, and ultimately by taxpayers: The impact of this bogus debt on communities 
and the economy is profound. 


Although the Department of Education has the ultimate authority to determine which 
schools are eligible to receive federal student aid, the current administration has focused all of its 
efforts on deregulating the for-profit college industry. There has been no reckoning for the harm 
done to students who have been ripped off by this industry. Students of color, sitigle mothers, 
and veterans continue to be among the targets of these companies, which are pocketing federal 
student loan dollars as part of a moneymaking scheme. And the number of shuttered schools, 
including Corinthian Colleges, ITT Tech, Education Corporation of America, Vatterott College 
and Dream Center, continues to tally up, leaving hundreds of thousands of students devastated, 
with worthless degrees, no career prospects, and mountains of student debt. 


We ask the Committee to take immediate action to hold the Department of Education 
accountable to student borrowers and immediately discharge the federal student loans debts of 
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students who were scammed by predatory for-profit schools. It is time to bring an end to the 
financial and emotional suffering experienced by students to allow them to go on with their lives. 
And it is time to ensure taxpayer dollars are applied toward schools that provide opportunity and 
employment for their students, instead of lining the pockets of profit-driven companies that 
misrepresent themselves as educational institutions. 


To illustrate the predatory practices of for-profit schools, the harm caused to students, 
and the need to safeguard against them, we share the experience of Kristina Jefferson, a former 
student of the recently-closed Virginia College.' 


In 2014, Kristina learned about Virginia College through commercials where actors 
described their life struggles and how the school helped them get on their feet. One commercial 
that vividly stuck out to her was about a black woman riding a bus. The woman in the 
commercial was homeless with two children, and the ad says that the woman decided to go to 
Virginia College to study medical assisting, and it bettered her life. After attending Virginia 
College, the woman got a job, her life improved, and she had more stability. Ultimately, she 
didn’t have to ride the bus anymore. This resonated with Kristina because she understood this 
struggle; Kristina relied heavily on the bus for transportation, and she also wanted to better her 
life. This racially-targeted marketing campaign was just the beginning of the scam Kristina 
experienced. 


Based on that commercial, Kristina decided to go to Virginia College for medical 
assisting. But it failed to deliver on its promise of career prospects and never helped her get a job 
in the medical field. Kristina wasn’t one to give up, and had taught herself to do hair over the 
years. In 2018, she decided to hone her skills and get licensed. Once again, she saw some 
enticing Facebook advertisements and decided to enroll in the cosmetology program at Virginia 
College. 


Virginia College guaranteed that Kristina would find a job after finishing the program, 
and Kristina held out hope that she would get back on her feet like the woman in the commercial. 
Kristina was living with her mother and was not financially independent. The bus, ironically the 
motivator for her to enroll in the first place, because a source of stress and misery. Kristina had 
to take the bus to school, which required her to wake up at 4:00 a.m. to get to school on time. 
She even had to walk on the highway as part of her commute. The school promised to help get 
her a job and an easier commute, but did nothing to make good on those promises. 


Although she attended her classes, Kristina did not receive the instruction she needed to 
be successful in the cosmetology field. The instructors were uninterested in teaching and mostly 
taught by showing videos. Kristina was especially disappointed when it came time to learn how 
to do makeup. Instead of working with products and tools, the instructor gave the class a paper 


' Kristina shared her story in her own words on our website, at http:/Awww.legalservicescénter.org/my-student-loan- 
truth-kristinas-virginia-college-story/ (Mar. 25, 2019). 
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printout of a face and they used colored pencils, their own makeup, or the school’s outdated 
makeup to color in the face. This level of instruction was insufficient for Kristina to become 
adequately trained for the cosmetology profession. 


Virginia College promised to provide Kristina the things anyone would expect from a 
school: job placement services, sufficient instruction, and credits that would transfer to another 
institution if needed. But, in Kristina’s words, “they didn’t keep any of those promises. They 
didn’t even keep the school open.” 


It is crucial to remember that Kristina was relying on federal student loans to enroll in 
this predatory for-profit school. When enrolling, she met with the financial aid office, but they 
did not explain what was happening: they didn’t even tell her how much she was borrowing in 
federal student loans — more than $30,000. This aggressive obfuscation of high cost is typical at 
predatory for-profit schools. Virginia College also had a nasty surprise for Kristina toward the 
end of her time at Virginia College: she was told she had a balance she had to pay in order to 
receive her certificate. This egregious shakedown is all too common at for-profit schools, which 
use students to pocket federal loans at great cost to both students and taxpayers. The campus 
closed before she could complete her program. 


Kristina was trying to better her life by pursuing the training it told her she needed to start 
a career. This would allow her financial independence and mobility. Virginia College failed 
Kristina. In her words: 


“They really ruined my life, and it’s not right. I had goals. The school closing just made 
it harder for me. I have to start all over now. I was told that my credits were transferable, 
but it’s not true. Basically, my transcript is worthless. It’s just a bunch of words. It’s not 
right.” 


Kristina’s loans should be discharged because the school cheated her, but the Department 
of Education has made this simple truth an impossible warren of bureaucracy that inevitably 
prevents relief for all applicants. The Department should be accountable for its failure to protect 
students from schools like Virginia College, and for failing students again when they seek relief 
from unjust and unaffordable federal student loans. Thank you for your attention to this matter, 


Sincerely, 
ts/ Toby Merrill /s/ Eileen Connor 
Toby Merrill Eileen Connor 
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1201 16th St, NW. | Washington, DC 20036 | Phone: {202} 833-4000 Lily Eskelsen Garcia 
President 


Rebecca $. Pringle 
Vice President 


Great Public Schools 
Jor Buery Student 


Princess R. Moss 
5 Secretary-Treasurer 
April 2, 2019 m 

john C. Stocks 
Education & Labor Committee Execucive Direciar 
United States House 


Washington, DC 20515 
Dear Representative: 


On behalf of our 3 million members and the 50 million students they serve from pre-kindergarten 
through college, we would like to submit for the record the following comments in connection 
with the April 3 hearing, “Strengthening Accountability in Higher Education to Better Serve 
Students and Taxpayers.” 


NEA members believe all students must have access to an education that prepares them to be 
employees, entrepreneurs, and leaders in a global community. This means protecting students 
from the predatory practices of for-profit colleges and universities. Too often, these institutions 
promise an education they do not deliver, instead leaving students with significant, high levels of 
debt; often in the absence of earning a diploma or completing a program. 


It is no coincidence that such institutions target vulnerable populations with limited options and 
few resources, including students of color, low-income students, veterans, first-generation 
college students, and other underrepresented groups. 


We believe the 2014 Gainful Employment regulation must be codified to hold career programs 
accountable for charging too much and failing to deliver, and ask that the 90/10 rule be restored 
to 85/15, reinstating to 85 percent the cap on how much revenue for-profit colleges can receive 
from federal sources. 


Accreditation by reputable accreditors must continue to be a condition for participation in federal 
financial aid programs, and accreditors must be free from conflicts of interest that could affect 
their ability to judge institutions’ integrity, quality, and transparency. 


We must ensure safeguards are in place at for-profit institutions that protect students from fraud 
and abuse. Furthermore, when institutions victimize students, there must be an efficient system. 

for providing restitution, restoring eligibility for Pell Grants, and clarifying students’ eligibility. 

for class-wide discharge of student loans. 
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Thank you for this opportunity to share our concerns about accountability standards. Our nation 
has an obligation to protect students from institutions that take advantage of them, denying them 
opportunities to discover their talents and achieve their potential. 


Sincerely, 
Mare Egan 


Director of Government Relations 
National Education Association 
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[Questions submitted for the record and their responses follow:] 


MAJORITY MEMBERG MINORITY MEMBERS: 


ROBERT C. "BOBBY" SCOTT, VIRGINA VIRGINIA FOXK, NORTH CAROUNA 
Sharman Rerking Member 


SUSAN A. DAVIS, CALIFORNIA DAVIO P, ROE, TENNESSEE 


FREDERICA 8. WILSON, FLORIDA, ‘ELISE M, STEFANIK. NEW YORK 

Sune natant okeao Blox ate Scones 

Route OAS Romana COMMITTEE ON EDUCATION ‘re ane reuveveva 
PRIMA SAPAC WASHINGTON AND LABOR Mines Saver Rewruoar 
Rieanrwiio pennevivawne U.S, HOUSE OF REPRESENTATIVES BUSS FULGHER AHO 

JORtIFIARDER, CALIFORNIA 2176 RAYBURN HOUSE OFFICE BUILDING WAN TAOR Teen 

TRGREN CNSERNGOS. LENO WASHINGTON, DC 20515-6100 Dane Meuse, pena vLvasia 
BOINKE SiR ORDA : Busi scieson sourspanorw 
ANDY LEVIN, Micah April 12, 2019 ; 


IRAN OMAR. MINNESOTA 
DAVID J TRONE, MARYLAND 
HALEY 4. STEVENS, MICHIGAN. 
‘SUSIE LEE, NEVAUA 

LOR) TRAHAN, MASSACHUSETTS: 
JOAQUIN CASTRO. TEXAS 


Ms. Barbara E, Brittingham, Ph.D, 

President 

New England Commission of Higher Education 
3 Burlington Woods Drive, Suite 100 
Burlington, MA 01803 


Dear Dr. Brittingham: 

I would like to thank you for testifying at the April 3, 2019, Subcommittee on Higher Education 
and Workforce Investment hearing on “Strengthening Accountability in Higher Education to 
Better Serve Students and Taxpayers.” 

Please find enclosed additional questions submitted by Committee members following the 
hearing. Please provide a written response no later Wednesday, April 24, 2019, for inclusion in 
the official hearing record, Your responses should be sent to Claire Viall of the Committee staff. 
She can be contacted at the main number 202-225-3725 should you have any questions. 

We appreciate your time and continued contribution to the work of the Committee. 


Sincerely, 


ROBERT C. “BOBBY” SCOTT 
Chairman 


Enclosure 
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Health, Employment, Labor, and Pensions Subcommittee Hearing 
“Examining Surprise Billing: Protecting Patients from Financial Pain” 
Wednesday, April 3, 2019 
9:00 a.m. 


REPRESENTATIVE SUSAN A. DAVIS (CA) 


1. During the questioning, you indicated that your agency has been collecting and reviewing 
loan repayment rates over the past year, a topic my office is interested in exploring more. 
Please provide a summary of what you have found, where institutions fall on repayment. 
Based on the data you've collected, what do you consider to be strong performance? 
What characteristics, if any, have you found contribute to low loan repayment rates? 

In its current rulemaking, the Department has proposed weakening substantive change 
regulations, and requiring accreditors to approve some changes, such as written 
agreements, on an expedited timeline though agency staff. I am worried that a lack of 
oversight when an institutions makes changes could lead to loopholes in quality 
oversight. Please provide a record of the number of substantive changes applications your 
agency has received over the past three years by type of change and how many its 
approved. How many applications has your agency received on written arrangements 
comprising more than 25 percent of.a program? 


ia 


REPRESENTATIVE STEVEN WATKINS (KS) 


Through their earned benefits from years of military service, student veterans have a multitude of 
choices available to them for their higher education and career ambitions. And rightfully so. 
Career education colleges like Wichita Technical Institute in my hometown of Topeka are a 
pathway for so many veterans to achieve their American dreams. 


So it troubles me that some career colleges and universities that provide a leg up for so many 
students are vilified simply because of their for-profit tax status. 


And to that regard, I ask unanimous consent to enter into the record an article by Daniel Elkins 
of the Enlisted Association of the National Guard expressing support on behalf of so many 
veterans for an all-of-the-above higher educational institution landscape. 


httos://thehill. com/blogs/congress-blog/education/436809-we-must-support-veterans-and-not- 
politicize-their-education 


Veterans should be free to choose the best educational path available based on merit, whether it 
be public, private, non-profit or for-profit institutions. 


Now, along these lines, I understand accrediting agencies are required to have standards to assess 
any given institution's success with respect to student achievement. 


1. Dr. Brittingham, can you provide an example of a student achievement standard and how 
it’s applied, particularly when you accredit diverse types of institutions? 


MAJORITY MEMBERS: 


ROBERT C, “BOBBY” SCOTT, VIRGINIA, 


Chairman 


SUSAN A, DAVIS, CALIFORNIA 
RAUL M.GRUALVA, ARIZONA 
JOE COURTNEY, CONNECTICUT 
MARCIA L. FUDGE, ONIO 
GREGORIO RILILE CAMACHO SABLAN, 
NORTHERN MARIANA ISLANDS 
FREDERICA S. WILSON, FLORIOA 
SUZANNE BONAMICI, OREGON 
MARK TAKANO, CALIFORNIA, 
ALMA S, ADAMS, NORTH CAROLINA 
MARK DESAULNIER, CALIFORNIA 
DONALD NORCROSS, NEW JERSEY 
PRAMILA JAVAPAL, WASHINGTON 
YOSEPH D. MORELLE, NEWYORK 
SUSAN WILD, PENNSYLVANIA, 
JOSH HARDER, CALIFORNIA 
LUCY MCBATH, GEORGIA 
KIM SCHRIER, WASHINGTON 
LAUREN UNDERWOOD, ILLINOIS. 
JAHANA HAYES, CONNECTICUT 
DONNA E. SHALALA, FLORIDA 
ANDY LEVIN, MICHIGAN, 
ILHAN OMAR, MINNESOTA 
DAVID J, TRONE, MARYLAND 
HALEY M, STEVENS, MICHIGAN 
‘SUSIE LEE, NEVADA 
LOR! TRAMAN, MASSACHUSETTS. 
JOAQUIN CASTRO, TEXAS. 


Ms. Melissa Emrey-Arras 


President 


COMMITTEE ON EDUCATION 
AND LABOR 


U.S. HOUSE OF REPRESENTATIVES 
2176 RAYBURN HOUSE OFFICE BUILDING 


WASHINGTON, DC 20515-6100 
April 12, 2019 


New England Commission of Higher Education 
U.S. Government Accountability Office 
10 Causeway Street, Room 575 


Boston, MA 02222 


Dear Ms. Emrey-Arras: 


MINORITY MEMBERS: 


VIRGINIA FOXX, NORTH CAROLINA, 
Ranking Member 


DAVIO P. ROE, TENNESSEE 
GLENN THOMPSON, PENNYSLVANIA 
TM WALBERG, MICHIGAN 
BRETT-GUTHRIE, KENTUCKY 
BRADLEY BYRNE, ALABAMA 
SLENN GROTHMAN, WISCONSIN 
ELISE M. STEFANIK, NEW YORK 
RICK W. ALLEN, GEORGIA 
FRANCIS ROONEY, FLORIDA 
LLOYD SMUCKER, PENNSYLVANIA 
iM BANKS, INDIANA 

MARK WALKER, NORTH CAROLINA 
JAMES COMER, KENTUCKY 

BEN CLINE, VIRGINIA 

RUSS FULGHER, IOAHO 

VAN TAYLOR, TEXAS 

STEVEN WATKINS, KANSAS 

RON WRIGHT, TEXAS. 

DANIEL MEUSER, PENNSYLVANIA 
WILLIAM R. TIMMONS, IV, SOUTH CAROLINA 
DUSTY JOHNSON, SOUTH DAKOTA 


I would like to thank you for testifying at the April 3, 2019, Subcommittee on Higher Education 
and Workforce Investment hearing on “Strengthening Accountability in Higher Education to 
Better Serve Students and Taxpayers.” 


Please find enclosed additional questions submitted by Committee members following the 
hearing. Please provide a written response no later Wednesday, April 24, 2019, for inclusion in 
the official hearing record. Your responses should be sent to Claire Viall of the Committee staff. 
She can be contacted at the main number 202-225-3725 should you have any questions. 


We appreciate your time and continued contribution to the work of the Committee. 


Sincerely, 


ROBERT C. “BOBBY” SCOTT 


Chairman 


Enclosure 
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Health, Employment, Labor, and Pensions Subcommittee Hearing 
“Examining Surprise Billing: Protecting Patients from Financial Pain” 
Wednesday, April 3, 2019 
9:00 a.m. 


1, The Department of Education is responsible for overseeing the financial stability of 
institutions participating in federal financial aid programs. It has the authority to put 
financially unstable institutions on heightened cash monitoring and demand they post 
letters of credit. Under this Administration, we have seen three major for-profit closures 
with the most recent taking place just last month. Frankly, I’m concerned that this 
Department isn’t learning from its mistakes. What tools does the Department of 
Education have to intervene with financially troubled institutions? 


Representative Mark Takano (CA) 


1. Could GAO clarify its findings on the limitations of the cohort default rate metric as an 
accountability tool, and its matter for congressional consideration for addressing them? 


MAJORITY MEMBERS: 


ROBERT 6. “BOBBY” SCOTT, VIRGINA, 
Chaienan 


SUSAN A. DAVIS, CALIFORNIA 
RAUL M. GRUALVA, ARIZONA 
JOE COURTNEY, CONNECTICUT 
MARCIA &, FUDGE, OHIO. 
GREGORIO KILN CAMACHO SABLAN, 
NORTHERN MARIANA ISLANDS. 
FREDERICA S, WILSON, FLORIDA 
SUZANNE BONAMIC! OREGON 
MARK TAKANO, CALIFORNIA 
ALMA S. ADAMS, NORTH CAROLINA 
MARK DESAULNIER, CALIFORNIA 
DONALD NORCROSS, NEW JERSEY 
PRAMILA JAYAPAL, WASHINGTON 
JOSEPH D, MORELLE, NEW YORK 
‘SUSAN WILD, PENNSYLVANIA 
JOSH HARDER, CALIFORNIA 
LUCY MCBATH, GEORGIA 
RIM SCHRIER, WASHINGTON 
LAUREN UNDERWOOD, ILLINOIS’ 
JAHANA BAYES, CONNECTICUT 
DONNA E. SHALALA, FLORIDA 
ANDY LEVIN, MICHIGAN 
IKHAN OMAR, MINNESOTA 
DAVID J. TRONE, MARYLAND 
HALEY M. STEVENS, MICHIGAN 
SUSIE LEE, NEVADA, 
LOR} TRAHAN, MASSACHUSETTS: 
JOAQUIN CASTRO, TEXAS. 


COMMITTEE ON EDUCATION 


AND LABOR 


U.S. HOUSE OF REPRESENTATIVES 
2176 RAYBURN HOUSE OFFICE BUILDING 


WASHINGTON, DC 20515-6100 
April 12, 2019 


Mr, Nicholas Hillman, Ph.D. 


Associate Professor 


University of Wisconsin-Madison 
1000 Bascom Mall, Room 249 


Madison, WI 53706 


Dear Professor Hillman: 


MINORITY MEMBERS: 


VIRGINIA FOXX, NORTH CAROLINA, 
Ranking Member 


SAVIO P. ROE, TENNESSEE 
GLENN THOMPSON, PENNYSLVANIA 
THM WALBERG, MICHIGAN 

BRETT GUTHRIE, KENTUCKY 
BRADLEY BYRNE, ALABAMA 

GLENN GROTHMAN, WISCONSIN 
ELISE M. STEFANIK, NEW YORK 
RICK W. ALLEN; GEORGIA, 

FRANCIS ROONEY, FLORIDA 

LLOYD SMUCKER, PENNSYLVANIA 
JIM BANKS, INDIANA 

MARK WALKER, NORTH CAROLINA 
JAMES COMER, KENTUCKY 

BEN CLINE, VIRGINIA, 

RUSS FULCHER, IDAHO 

VAN TAYLOR, TEXAS. 

STEVEN WATKINS, KANGAS. 

RON WRIGHT, TEXAS. 

DANIEL MEUSER, PENNSYLVANIA 
WILLIAM R. TIMMONS, 1V, SQUTH CAROLINA 
DUSTY JOHNSON, SOUTH DAKOTA 


I would like to thank you for testifying at the April 3, 2019, Subcommittee on Higher Education 
and Workforce Investment hearing on “Strengthening Accountability in Higher Education to 
Better Serve Students and Taxpayers.” 


Please find enclosed additional questions stbmitted by Committee members following the 
hearing. Please provide a written response no later Wednesday, April 24, 2019, for inclusion in 
the official hearing record. Your responses should be sent to Claire Viall of the Committee staff. 
She can be contacted at the main number 202-225-3725 should you have any questions. 


We appreciate your time and continued contribution to the work of the Committee. 


Sincerely, 


ROBERT C. “BOBBY” SCOTT 


Chairman. 


Enclosure 
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Health, Employment, Labor, and Pensions Subcommittee Hearing 
“Examining Surprise Billing: Protecting Patients from Financial Pain” 
Wednesday, April 3, 2019 
9:00-a.m. 


Representative Gregorio Kilili Camacho Sablan (MP) 


1. 


My district in the Northern Mariana Islands has among the highest enlistment rates per 
capita in our country. Many use their GI Bill benefits to pursue their education. 


- themselves or transfer them to their spouses or children. However, I’m very concerned 


with the track record of for-profit schools leaving veterans without degrees and non- 
transferable credits. A Senate report from 2014 found that 66 percent of veterans who 
attended for-profit colleges using their GI bill benefits left the program without a degree. 
Four.of the 10 schools described in the report failed to provide job placement services 
that allowed students to repay loans they took out to supplement the GI bill. Beyond 
closing the “90/10” loophole so GI Bill funds and Department of Defense Tuition 
Assistance are counted as private dollars on the 10 percent side of the ratio, what more 
can Congress do to protect veteran students and keep bad actors accountable? 
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[Ms. Brittingham response to questions submitted for the record 
follow:] 


Questions for the Record 
House Committee.on Education and Labor 
2175 Rayburn: House Office Building 
April 3, 2019" 
9:00 A.M. 


Higher Education and Workforce Investment Subcommittee Hearing: 
“Strengthening Accountability in Higher Education to Better Serve Students and Taxpayers” 


Representative Susan. Davis (CA-53) 
Questions for Ms, Brittingham 


1. During the questioning, you indicated that your agency has been collecting and reviewing 
loan repayment rates over the past year, a topic my office is interested in exploring more. 
Please provide a summary of what you have found, where institutions fall on repayment. 
Based on the data you’ve collected, what do you consider to be strong performance? 
What characteristics, if any, have you found contribute to low loan repayment rates? 


For several years our Commission has been reviewing institutions with relatively high 
default rates (i.e., institutions for which the default rate exceeds 15% for three successive 
years or 20% in the most recent year reported). Institutions are asked to report on how 
they handle student debt and financial-counseling for students. We believe that asking 
for this reporting has helped institutions pay more attention to this important matter. Note 
that our Commission’s rates ate more conservative than the levels set by the US 
Department of Education (which have the drastic consequence of threatening an 
institution’s ability to award federal financial aid). This year, five institutions met that 
trigger. All were two-year institutions, four community colleges.and one independent 
institution. 


This year, the Commission reviewed the repayment rates, which we believe have the 
potential to provide better information, as they will indicate that students are-.actually 
making at least a little progress in paying down their loans, not simply avoiding default. 
Based on that review, going forward, the Commission will review institutions with loan 
repaynient rates below 40% for two consecutive cohorts and those with loan repayment 
rates below 25% for any single cohort. If that trigger would have been in place this year, 
we would have reviewed five institutions. These institutions are not wealthy themselves 
and tend to serve students who are also less wealthy. We will continue to monitor those 
trigger points to see if we wish to adjust them. 


Going forward, | am hopeful that the Department of Education can provide additional 
information on loan repayment rates. Repaying just $1 seems like minimal information, 
and we would like to know if students make continuing progress paying down their loans. 


2. Inits current rulemaking, the Department has proposed weakening substantive change 
regulations, and requiring accreditors to approve some changes, such as written. 
agreements, on an expedited timeline though agency staff. | am worried that a lack of 
oversight when an institutions makes changes could lead to loopholes in quality. 
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oversight. Please provide a record of the number of substantive changes applications your 
agency has received over the past three years by type of change and how many its 
approved. How many applications has your agency received on written arrangements 
comprising more than 25 percent of.a program? 


The Commission has considered 181 substantive changes in the past three years and has 
approved 155 of them. Draft substantive change proposals are reviewed by staff prior to 
Commission consideration. Guidance by staff often results in significant changes in the 
proposals before submission or, in some cases, the decision by the institution not to 
submit the substantive change proposal because it is unlikely the Commission would 
approve it. 


The types of proposals considered by the Commission in the past three years include: 26 
new branch campuses or instructional locations; 41 higher or lower degrees; 11 
relocations of instructional locations or the institution; 11 competency-based degrees or 
courses; 38 distance education proposals; 5. other substantive changes; 20 contractual 
relationships; 12 mergers or acquisitions; 7 changes in scope; 2 changes in ownership; 6 
offering a joint or dual degree with a non-regionally accredited institution; and 2 closures 
of an instructional location with a teach-out. 


Important to know here: 

1. Our Commission reviews every contractual relationship involving courses and 
degrees (i.e., not just the ones at or above 25%). Some are with non-profits, which I 
mention because the concern expressed is generally around for-profit providers. 
When a contractual relationship is approved, we send a small team to the institution 
once the arrangement is in place to ensure that it meets the Commission’s Standards 
for Accreditation. 


2. For offering programs by distance education, offering degrees at a higher or lower 
level than previously offered, and competency-based education degrees, it is 
Commission general practice to review three or more such changes before “general 
approval” is given for such programs. 
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[Ms. Emrey-Arras response to questions submitted for the record 
follow: ] 


U.S. GOVERNMENT. ACCOUNTABILITY OFFICE 


441 G St. NW. 
Washington, DC 20548 


April 17, 2019 


The Honorable Robert C. “Bobby” Scott 
Chairman 

Committee on Education and Labor 
House of Representatives 


Dear Mr. Chairman: 

Thank you for inviting me to testify on April 3, 2079 at the Subcommittee on Higher Education 
and Workforce Investment hearing on “Strengthening Accountability in Higher Education to 
Better Serve Students and Taxpayers.” | have enclosed our responses to the questions for the 
record submitted by Committee members following the hearing. If you or your staff have any 
additional questions, please contact me at (617) 788-0534 or emreyarrasn@gao.gov. 


Sincerely yours, 
Wleliran Envy Cinna 


Melissa Emrey-Arras, Director 
Education, Workforce, 
and Income Security issues 


Enclosure: Responses to questions for the record 
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ENCLOSURE 


Questions for the Record 
House Committee on Education and Labor 
2175 Rayburn House Office Building 
April 3, 2019 
9:00 A.M. 


Higher Education and Workforce Investment Subcommittee Hearing: 
“Strengthening Accountability in Higher Education to Better Serve 
Students and Taxpayers” 


Representative Gregorio Kilili Camacho Sablan (Northern Marina Islands) 


1. The 


Department of Education is responsible for overseeing the financial stability of 


institutions participating in federal financial aid programs. It has the authority to put 
financially unstable institutions on heightened cash monitoring and demand they post 
letters. of credit. Under this Administration, we have seen three major for-profit closures 
with the most recent taking place just last month. Frankly, 'm- concerned that this 
Department isn’t learning from its mistakes. What tools does the Department of 
Education have to intervene with financially troubled institutions? 


GAO Response: When schools do not receive a passing composite score, or do not meet one 
or more of the other financial responsibility standards, the Department of Education (Education) 
may use one or both of the following oversight tools depending on the specific circumstances: 


Page 2 


Heightened cash monitoring: Education can place schools under heightened cash 
monitoring (HCM), which increases the reporting requirements for the school and 
postpones its ability to draw down federal student aid payments from Education until 
after funds are paid to students. Education has two levels of heightened cash 
monitoring, known as HCM1 and HCM2. Schools placed on HCM1 must disburse funds 
to students before they draw down federal student aid from Education. HCM2 is a higher 
level of oversight, for which Education requires schools to disburse funds to students 
and then submit documentation of their eligibility to Education for review before it 
releases federal student aid funds to the school. This delays a school’s ability to access 
federal student aid for 30 to 60 days after disbursing these funds to students, according 
to Education officials we spoke with. Education officials explained that schools are not 
typically placed on HCM2 solely due to financial responsibility concerns; instead, HCM2 
is used for more serious compliance issues, such as fraud. 


Letter of credit: Education can require schools to submit a letter of credit to protect the 
department against potential liabilities for student refunds, loan cancellation costs, and 
other costs associated with a school closure. Schools obtain the letter of credit froma 
bank, which charges them a fee for this service—typically a percentage of the value of 
the letter of credit. A letter of credit must be worth at least 10 percent of the school’s 
federal student aid funds from its most recent fiscal year, although the amount may be 
more, depending on the circumstances. For example, Education may increase the letter 
of credit if a school fails more than one of the financial responsibility standards, 
according to agency officials. 


215 


Representative Rep. Mark Takano (CA-41) 


4. Could GAO clarify its findings on the limitations of the cohort default rate metric as an 
accountability tool, and its matter for congressional consideration for addressing them? 


GAO Response: The Department of Education (Education) may rescind a school’s ability to 
participate in federal student aid programs if a significant percentage of its borrowers-— 
generally, 30 percent or more of borrowers for 3 consecutive years or more than 40 percent in 1 
year—default on their student loans within the first 3. years of repayment. This calculation is 
called the cohort default rate. However, in 2018 we reported that this rate has limitations as. an 
accountability tool. Some schools managed their 3-year cohort default rate by hiring consultants 
that encouraged borrowers with past-due payments to put their loans in forbearance, an option 
that allows borrowers to temporarily postpone payments and bring past-due loans current. 


Although Education officials and student loan experts said that forbearance is intended to be a 
short-term option, our analysis of Education data found that 20 percent of borrowers who began 
repaying their loans in 2013 had loans in forbearance for 18 months or more. Spending this 
much time in forbearance reduces the potential for borrowers to default within the 3-year period, 
thus helping improve schools’ cohort default rate. We found borrowers that spent 18 months or 
more in forbearance defaulted more often in the fourth year of repayment, when schools are not 
accountable for defaults, suggesting long term forbearance may have delayed—not 
prevented—default. 


To examine the impact of long-term forbearance on schools’ 3-year default rates, we 
recalculated schools’ cohort default rates by excluding borrowers who were in forbearance for 
18 months or more and who did not default during the 3-year period. We found that over 260 
additional schools—receiving a combined $2.7 billion in Direct Loans and Pell Grants in 
academic year 2016-2017—would potentially have had a default rate high enough to put them 
at risk of losing access to federal student aid programs. 


The reduced effectiveness of cohort default rates as a tool for holding schools. accountable 
creates risks to the federal government and taxpayers, who are responsible for the costs 
associated with high rates of default. Since the way the cohort default rate is calculated is 
specified in federal law, any changes to its calculation would require legislation to be enacted 
amending the law. We suggested that Congress consider strengthening.schools’ accountability 
for student loan defaults, for example, by 1) revising the cohort default rate calculation to 
account for the effect of borrowers spending long periods of time in forbearance during the 3- 
year period, 2) specifying additional accountability measures to complement the cohort default 
rate, for example a repayment rate, or 3) replacing the cohort default rate with a different 
accountability. measure. In the 115" Congress, proposals had been introduced to revise, 
supplement, or replace the cohort default rate, though none of the legislation was enacted. 
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[Mr. Hillman response to questions submitted for the record fol- 
low:] 
4/22/2019 


Representative Sablan: 


Thank you for your question and concern for veterans-attending for-profit colleges. In Fiscal 
Year 2017, the Post-9/11 GI Bil awarded over $11 billion to over 750,000 individuals.! The 
average annual benefit is approximately $15,000, which veterans, service members, or their 
dependents can use to cover tuition and non-tuition. expenses at educational institutions . or 
training establishments.? This is a sizable investment: and is two-times larger than the maximum 
Pell Grant. For-profit colleges have been especially effective at enrolling veterans for their 
benefits, as approximately 20% of all veterans enroll in this sector despite the fact that the sector 
accounts for less than 10% of all students.3 


As you noted in your question, these benefits are not currently counted as federal student aid in 
the “90/10” rule. I believe GI Bill benefits should count-in-the numerator since the purpose of 
this aid-(like Department of Education aid. counted in the numerator) is to help students pay for 
tuition, fees, living arrangements, and books/supplies.. Counting GI Bill benefits in the numerator 
would’ go a long way in terms of protecting veterans: reducing the threshold to 85/15 (or even 
lower) would further protect these students. because colleges with the highest 90/10 ratios also 
have the poorest loan repayment outcomes, indicating many of the worst actors are concentrated 
at the high end of this scale.‘ In addition ‘to closing this loophole, four additional. steps could help 
protect veterans from bad actors: 


1) Improve accountability and oversight of online/dis tance education. One-fifth of 
veterans enroll exclusively online and these fully-online students are over-represented in 
the private sector, particularly among for-profits.> These would not be concerns if 
distance education had similar outcomes: as face-to-face or hybrid. offerings, but the 
research evidence is clear that oiline delivery has poorer outcomes. ¢ This: is especially 
the case among online for-profit colleges: where labor market outcornes: are poorer in this 
sector. One promising way to address this concern is through strengthening: state 
authorization where online providers: go through ‘greater scrutiny. and oversight. to ensure 
their programs are well designed, monitored, and evaluated for military veterans’ 
educational needs, 


» Enforce and improve gainful employment rules. The research consensus is that for- 
profit colleges are, on average, associated with poorer labor market and loan repayment 
outcomes.’ Although gainful employment is not targeted toward military veterans, the 
concern about how veterans fare in for-profit colleges warrants greater attention. to the 
role gainful employment regulations have on colleges serving high proportions ‘of 
veterans. As the following figure shows, for-profit colleges enroll the largest shares of GI 
Bill beneficiaries. Each decile includes approximately 260 colleges arrayed by the 
proportion of GI Bill beneficiaries enrolled, where the left-most decile has the lowest 
share and the right-most decile has the highest share. For-profit colleges: account for the 
vast majority of colleges enrolling the highest shares of GI Bill beneficiaries, meaning 
etforts to strengthen and improve gainful employment should also affect the colleges 
where veterans are likely to be enrolled. 


3) 


4) 
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Monitor and penalize rent-seeking. At the hearing, a brief discussion about the 
“Bennett Hypothesis” came up and it is worth re-stating what the best and most germane 
evidence says about this relationship. First, for-profit colleges participating in Title IV aid 
programs charged 78% higher tuition than comparable for-profits not participating in 
Title IV programs, suggesting access to aid encouraged the institutions . to significantly 
increase tuition.’ Second, Post-9/11 GI Bill induced for-profits to raise tuition in 
response to Congressional maximum limits — private colleges in states below the 
maximum raised tuition, while those above the maximum lowered tuition, evidence of 
price discrimination. ° 


Reward institutions that serve veterans well. Public colleges — and community : 


colleges in particular — are associated with better persistence rates for GI Bill recipients 
than other sectors. In fact, this positive relationship disappears and is not significant 
among GI Bill recipients at for-profits.!° Given the emerging evidence that student 
support services and investment in instruction both have positive boosts on degree 
completion, building the capacity for colleges serving high shares of veterans could be an 
effective way to promote degree completion.!! 
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[Whereupon, at 1:22 p.m., the subcommittee was adjourned. | 
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